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Chinese Peasants in “Permanent Revolution” 


By Wyndham Newton 


The farmers in China were just about shaking hands with 
themselves over the prospects of a record harvest and a really 
good share-out of the proceeds among the members of their 
agricultural co-operatives, when they were told their co-operatives 
were to be amalgamated into communes right away. Confusion, 
consternation, and worse must have reigned among them. 
Obviously in such conditions it became almost impossible to 
divide the “‘spoils,”” which they had earned as never before, for 
they had been at back-breaking toil solidly, without intermission, 
all day and in some cases much of the night too—not only on 
their own agricultural collective but on all sorts of water con- 
servancy, irrigation, and other jobs which were really the 
responsibility of Government but which they had been ordered 
to do and for which they and their co-operatives paid. 

The sudden and drastic absorption of hundreds of co- 
operatives and thousands of peasant households in these new 
public social units or communes is a typical example of the 
technigue of the Communist Party. The peasants, they keep 
on saying, will take the capitalist road if they are given half a 
chance—and indeed what happened during the sudden liquida- 
tion of 15,000 co-ops in Chekiang and when the free market 
was temporarily permitted in 1956 showed how right they are. 
So the only way to keep the peasant off the capitalist path is to 
hustle him along the ‘socialist road at a breathless pace in con- 
tinuous revolution—and with him not only his co-operatives but 
his pigs and his little private garden lot which a benign 
proletarian dictatorship had somewhat grudgingly permitted him 
to retain as his own property. 

Everything he has now goes into the commune, even the 
dividends he expected to derive from the unprecedented toil 
and the unparalleled crops of the past year. Critics may assert 
that this technique has its dangers: that the steady and pro- 
gressive accumulation of disappointments and deceptions, dis- 
contents and domination must break loose some day and that 
the consequences will be all the worse for the technique of 
retardation. But just now the Party is boss. 


The Communist papers themselves admit that many of the 
people and even of the Party are tired of the mass movements 
and of the class war and distinctions, and proclaim they are 
quite unsuitable for what the hierarchy call a Technological and 
Cultural Revolution. Some ridicule the Party officials saying, 
as one of the officials put it, that ““we depend on movements for 
a living, and calling us yun tung yuan, or opportunists who live 
on such campaigns.’’ The farmers themselves complained that 
the pressure put on them by the party cadres had caused them 
to use up practically all available stocks of manure and fertiliser 
and that little had been left for the autumn crops: though the 
cadres were insisting on still larger records for these crops. 

Moreover, it is admitted, and even the subject of boasting 
by the Party, that the work done depended almost wholly on 
hard labour in the fields without benefit of the mechanisation 
they had been promised. And everywhere there is scepticism 
over the amazing claim that the total crops this-year will be in 
the region of 350 million tons. Even in the most gorgeous days 
of the Golden West and the Canadian prairies, crops were never 
increased at such a rate as China is now claiming. Nevertheless 
it is clear that there has really been an immense leap forward, 
and that even the disgruntled peasants will have reason to be 
happy about it—provided they do in fact get an honest reward 
for their labour and do not discover all the fruits gathered up 
in an impossibly large basket from which they cannot be taken 
and distributed because they are no longer identifiable. 

But in any case the Party is bound to win the next round 
for it is all powerful and is hustling the people into the fields 
and the hills leading to the Communist paradise at redoubled 
speed, with plenty of armed watchdogs in the shape of militia 
to keep them in line and demobilised veterans of the Korean 
and civil wars to command both the militia and the co-operatives, 
now to become the communes. The whole movement is in fact 
on military lines, with battle cries as the slogans. 

What exactly is the differénce between the farming 
co-operatives, which have passed through successive annual 
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stages from the days when the first foundations were laid in the 
so-called mutual aid teams? Each of the people’s communes 
now established in the rural areas is the merging of a large 
number of farm co-operatives, ranging from several to scores. 
The communes are a development of the farm co-ops, not merely 
their expansion. Farming co-ops are mainly collective economic 
organisations of peasants to do farming, while communes are 
basic units of society marked by a single entity of workers, 
peasants, traders, students and soldiers: a comprehensive 
development of agriculture, forestry, animal husbandry, : side 
occupations, and fishery, and a co-ordination of political, 
economic, cultural and military affairs. In addition to agricul- 
ture, people’s communes are to develop industry, commerce and 
education, train militiamen, and exercise the functions of the 
State power. / 

In other words, the communes can not only produce 
abundant products and develop further the economic and 
cultural work of the farming co-operative but also bring about 
great changes in the administrative system. In a people's 
commune, the hsiang (rural area) people's council and the 
commune administrative committee are combined into one with 
the same machinery and the same forces: the hsiang head is the 
commune director, the hsiang people’s congress is the congress 
of commune members, and the hsiang people’s council is the 
commune administrative committee. Under this latter body are 
set up departments or committees of agriculture, water conser- 
vancy, forestry, animal husbandry, industry-communications, 
finance-grain, commerce, culture-education, internal affairs- 
labour, armed defence planning and scientific research. The 
explanation is as given in the Party organ, the Kung Jen Jih 
Pao. 

It is stated that as agricultural production develops, 
especially in the big leap forward achieved since last winter, 
farm co-ops were faced with more and more problems of pro- 
duction which they were unable to solve. The leap forward 
called for “‘large-scale agricultural capital construction and 
advanced technical measures.’’ At the same time, it is con- 
tended, it called for an all-round development of agriculture, 
fishery, forestry, animal husbandry, and side occupations. The 
order to march ahead in agricultural production lent urgency to 
the need for developing local industries like chemical fertilisers, 
iron, steel and farm produce processing to serve agricultural 
production. The demand for mechanisation and electrification, 
it was stated, is becoming pressing in the rural areas. In 
addition, the peasants demand improved housing conditions and 
development of medical, health, cultural and educational under- 
takings. To meet all such demands, there must be ‘“‘massive 
labour power and technical force, and there must be a large 
amount of investment and large-scale division of labour and 
co-ordination. Small villages, it was argued, and the co- 
operatives are no longer able to meet the needs of development 
of production as regards manpower and material and financial 
resources, and are left far behind the development of the 
situation. The activists demand the acceleration of socialist 
construction. 


The alleged advantages of the communes, apart from the 
necessity of keeping the peasants moving on the socialist path 
and so prevent them from retreating back to the old way, are 
said to be numerous. The amalgamation of APCs into com- 
munes embracing thousands of peasant families provide more 
population and more land, more labour power, funds, and natural 
resources. They can thus undertake capital construction on a 
large scale, adopt advanced techniques, develop agriculture and 
other occupations and set up small and medium industrial enter- 
prises. Their products too are more abundant and varied. At 
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the same time, conditions are acquired by the communes for 
developing cultural, educational, medical and health under- 
takings, to popularise and raise the people’s cultural and scientific 
knowledge and to improve the peasants’ poor housing conditions. 


The communes also involve a greater degree of collectivisa- 
tion, and will help to get the women into the field as well as the 
men and free them from household work by the creation of 
nurseries, tailoring teams, public messhalls, etc., thereby 
collectivising even the family life. It will also be “‘no longer 
necessary for members to cultivate private plots or to keep their 
own livestock and fruit trees’’—a point of some importance to 
the ideologists who hate even the smallest vestige of private 
property. They have always resented the fact that a consider- 
able part of the means of production still contains factors of 
ownership by the people, even if by groups instead of by 
individuals. Communes will also be able to eliminate the 
distinction between town and country, between industry and 
agriculture and between mental labour and physical labour, and 
to raise the ‘““Communist ideology of the people and improve 
their moral quality (from the Party viewpoint) to a considerable 
degree,” 
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NETHERLANDS INDUSTRY AND ITS EXPORTS 


THE GROWTH OF NETHERLANDS INDUSTRY 


Historical Development 


It is difficult to say at what point in the gradual course 
of history the production of handicrafts in Holland developed 
into industrial production. Similarly, it is not always possible 
to establish when goods produced for consumption outside the 
local market began to find their way across the national fron- 
tiers,. thereby achieving the status of exports. According to 
old manuscripts dating from the 10th century, the inhabitants 
of Friesland in the north of Holland made woollen and linen 
garments for barter in the market, and these products also 
found their way across the borders. By about 1300 the old 
town of Deventer was already exporting its still well-known 
gingerbread, and shortly afterwards brewers and tailors likewise 
began to bring their wares on to the “‘foreign’’ market. But 
frontiers were only a vague concept before the emergence of 
definite national entities in Europe, and it is doubtful whether 
this production can rightly be termed industrial. The Dutch 
scene in the 17th century may perhaps give us more to go on. 
The Netherlands, the Republic of the United Provinces, was be- 
ginning to acquire its form asea nation. As the ‘80 years’ 
war’ against the Hapeburg kings of Spain drew to a successful 
close, the rise of commerce, shipping and industry began. Al- 
though the inland parts of the country still presented the 
agricultural, pastoral scene which was normal in Western 
Europe at that time, the coastal provinces constituting Holland 
proper, with the city of Amsterdam at their head, were develop- 
ing into a world centre of commerce and shipping. For some 
time the Dutch fleet was larger than those of all the other 
countries of Europe combined; Dutch shipbuilders too were 
outstripping all others. This extensive industry with its 
numerous subsidiaries for the manufacture of ships’ equipment 
such as sails, ropes, hard tack, casks, ordnance, charts, etc. 


established a tradition of sound craftsmanship, knowledge of 


commodities and practical common sense. 

But this mighty merchant fleet also carried a large and varied 
stream of goods to and from the ports of Holland. The Dutch 
were not only carriers of freight; they were also international 
merchants par excellence. They knew where commodities could 
be bought cheaply and where they could be’! sold advantageously. 
These commodities were often processed in one way or another 
while they were in Dutch ports: wood was sawn, wool woven, 
tobacco ground into snuff. The merchandise was worth more in 


an “‘up-graded" form. Consequently there grew up an exten- 


Moreover, it is argued that the formation of a commune 
and hsiang people’s council into one single entity facilitates 
centralised and unified leadership, achieves close co-ordination 
between the collective economy and farming co-ops and the 
national economy at the hsiang and county levels, and facilitates 
transition from collective ownership to ownership by all the 
people—meaning the State, meaning finally the Party! 

The first move by the Party toward the creation of com- 
munes began in a county in Honan, and as soon as the ground- 
work was laid there the movement began to spread all over the 
province and later to the rest of the country. The Party 
propagandists are anxious to make it appear as a purely 
spontaneous movement of the peasantry. It was in fact a 
policy dictated by the Central Committee even before the 
national directive was issued, and in which Chairman Mao Tse- 
tung personally interested himself by a visit to the guinea-pig 
county. It is undoubtedly a bold and far-reaching change, 
exceeding the measures taken in the Soviet Union, which once 
tried to establish such agricultural towns but later had to give 
up the idea for a different form of expansion—the cultivation 
and development of vast wastelands in Central Asia and Central 
Siberia. In Honan the original 38,473 farm co-ops were 
merged into 1,378 people’s communes, embracing the whole of 
the peasant families in the province. 


sive up-grading industry which processed imported raw materials 
into semi-manufactures, and imported semi-manufactures into 
final products before exporting them again. This development 
was made possible by an important source of industrial energy, 
the windmill, which was used for sawing, grinding, rolling, 
pressing and all such operations. A flat, watery expanse, the 
Zaan district near Amsterdam, intersected by navigable canals, 
became Holland's first industrial area; it grew recognizable not 
by a forest of chimneys, but by a forest of windmills. The 
technical knowledge for this industrial progress was provided 
partly by foreign refugees who were hospitably received in 
Holland, where they could give full scope to their talents in an 
atmosphere of freedom, and introduced many new production 
methods. And finally, the influx of materials and products 
from all over the world was instructive and rich in opportunities 
for Dutch industry. Typical of this is the refining influence of 
the delicate Eastern earthenware and porcelain on the charm- 
ing but primitive Dutch pottery. But the preference for free 
international trade, the basis of Holland’s commercial rise, was 
at the time unable to prevent the collapse of Dutch industry and 
in particular of those industries which were working for export. 
First France, then England, and eventually almost the whole of 
Europe were racked by the disease of extreme nationalism and 
its commercial consequences: trade restrictions and the pro- 
tection of home industry. Holland remained true to free inter- 
national trade and watched its export industry dwindle. When 
Napoleon finally brought Dutch trade to a standstill as well, 
the export industry was practically ruined. 

The next act takes place in 1870. The Dutch have now 
deepened their harbours and modernized their fleet. They are 
busy colonizing the great Malay Archipelago, where they have 
traded for centuries. As a result of the development work 
carried out by them, Java and the surrounding islands are 
beginning to enrich the world with a variety of raw materials 
and semi-manufactures: Many of these products are brought 
to Holland to be worked up. Factories are appearing for the 
processing of oil seeds and copra, tobacco, cocoa beans, coffee, 
tea, tropical wood, etc. 

The population of Java, which had increased tenfold in a 
single century under Dutch administration, created a market for 
all kinds of industrial products from Holland. The deévelop- 
ment work in the Archipelago gave rise to a demand for a wide 
variety of goods, including technical material, and Dutch 
industry now began to supply these requirements. 

As agricultural training and hydraulic engineering techni- 
que (control of the water level) in Holland improved, so too 
did the prospects of Dutch farmers. The agrarian population, 
no longer robbed of its most valuable members by war, floods 
and the powerful attraction and seeking expansion. But the 
Dutch free-trade system was a hard school: the Dutch farmer 
had to compete on the home market with more fertile lands and 
better climates, with intensive cultivation and dumping. 
Nevertheless, about the turn of the century victory was his, 
thanks to sound training, expert advice, the aid of scientific 
research and his own stubborn perfectionism. His produce was 
now of such excellent quality that it proved to be exportable 
despite all trade barriets. Thus another Dutch export industry 
arose, based on the up-grading of the produce obtained by 
arable farming, horticulture and stock-breeding. This industry 
turned out high-quality products, expanded greatly and 
continues to: flourish. 

When the peace treaty was signed after the first world 
war Holland had found to its cost what it means to be largely 
dependent on imported industrial goods. Coal mining 
developed rapidly; salt extraction grew into an export industry. 
In the nineteen-thirties the presence of oil in exploitable quanti- 
ties was discovered. Holland possesses no minerals other than 
coal, salt and oil. Nevertheless, in 1924 the first Dutch blast 
furnace began to operate. It was sited close to a harbour and 
fed with ores brought by sea. Heavy industry began to deve- 
lop in Holland, stimulated by the requirements of transport in 
the widest sense. Shipbuilding was the first stimulus, the rail- 
ways the second. The growing road and railway network call- 
ed for bridges and other construction works; pumps and lock- 
gates were required for the waterways; the ports were in need 
of cranes, silos and other installations. The increasing pro- 
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cessing of tropical products in the Netherlands East Indies 
created a demand for plant and machinery. Holland was quickly 
and efficiently provided with electricity, gas, water and tele- 
phone services. Dutch industry was playing an increasing part 
in the supply of all this equipment. The primary and basic 
industries gave rise to subsidiary industries based on by-pro- 
ducts. And so, side by side with the metal-working and 
electrical industries, there grew up a substantial chemical in- 
dustry. 

The crisis of the nineteen-thirties was a severe blow to this 
industrial revival. Dutch exports were obstructed by ever- 
higher tariff walls; quota systems threw up insurmountable 
barriers. Holland continued its policy of free trade, so that 
the domestic market remained difficult and the foreign markets 
were lost. Widespread unemployment showed for the first 
time that the home market was too small. Scarcely had the 
crisis been overcome, when the second world war broke out. 
In 1945 much of Holland's industry had been destroyed and 
plundered, but with the help of the Allies this most devastated 
country in Western Europe recovered rapidly. The Korean 
crisis in 1951 and the terrible floods of 1953 barely delayed 
this recovery. Meanwhile, in 1949 the centuries-old bonds be- 
tween Holland and Indonesia were snapped. The result was 
not only the decline of this important outlet for Holland's in- 
dustrial production, but also the loss of a vast field of applica- 
tion for Dutch tropical know-how and for the technical 
potential and market experience of the former mother country. 
Tens of thousands of Dutchmen returned from Indonesia and 
sought employment. Now that they have lost their Indonesian 
garden Holland's large family live crammed together in a house 
that is too small for them. With its back to the wall the Dutch 
nation is fighting for its existence. Holland has become the 
most densely populated country in Europe and its population 
is increasing rapidly at a rate of 114% a year. The country 
possesses limited natural resources; the talents and diligence 
of its inhabitants, together with its favourable geographical 
position, are its only chance of prosperity. Work must be 
found for everybody. That is the task which Holland has 
begun to fulfil. 


Industry’s Role in the Dutch Economy 


A survey of the principal means of subsistence and em- 
ployment in Holland provides the following picture: 


Agriculture, stock-breeding and horticulture: Practically 
all the cultivable land in Holland is under cultivation. Towns, 
roads and works are constantly encroaching on the acreage 
available for agriculture, market gardening and stock-breeding. 
But this encroachment is more or less compensated for by the 
resuits of the biggest land reclamation project in the world, the 
Zuider Zee works, which were started in 1923 and will be 
completed in 1980. Employment in agriculture, however, is 
steadily falling as a result of the increasing mechanization. 


Commerce and shipping: In proportion to its size, its 
population and its own production Holland is already making 
a very substantial contribution to world commerce and ship- 
ping. Under the system of freedom of trade and shipping it 
will perhaps be possible to increase this contribution still fur- 
ther, but it should not be forgotten that factors of an inter- 
national political nature can obstruct the development of 
Holland's activities in commerce and shipping which in fact 
already go far beyond its own requirements with regard to the 
transport of goods to and from the country. Many countries 
actively stimulate and subsidize their own merchant fleets, but 
where freedom of shipping is the rule there is appreciable 
competition from the growing number of vessels sailing under 
flags of convenience. International trade gravitates towards 
the centres of political and financial power. For a country like 
Holland with its comparatively small domestic market, its range 
of exports which is not strong over the whole line of commer- 
cial policy, and its naturally limited ability to provide credit, a 
further expansion of its participation in international trade is 
no easy matter. Nevertheless Holland is fully determined to 
maintain and, if possible, improve its position in international 
commerce and shipping; it cannot, however, cherish the illusion 
that it can achieve aneexpansion so spectacular as to constitute 
a complete solution to the problems of future employment. 


Large exploitation and development works: Now that 
Dutch brains and energy are being released from Indonesia, 
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Dutchmen are making a spectacular appearance on the world 
market as technical advisers and as planners and executors of 
large exploitation and development works, etc. This is; of 
course, of importance to the national economy, but since these 
works are usually carried out with local labour it does not solve 
the problem of providing additional employment for a rapidly 
growing population in Holland. 


Industry: Although emigration is being systematically 
encouraged, employment has to be found for about 50,000 
additional people every year. It is virtually only in industry 
that room can be made for them. The expansion of existing 
industries and the establishment of new ones must therefore 
proceed rapidly and uninterruptedly. The process of diversifica- 
tion in the use of Dutch raw materials continues, but the 
country’s industry has to work predominantly with imported 
raw materials and-manufactures, which are then worked up and 
exported. In view of the smallness of the domestic market, 
and in order to pay for relatively large imports, Dutch industry 
has to concentrate to a very considerable extent on production 
for export. 


This means that it will gradually abandon the simpler 
manufacturing processes and will be compelled to specialize in 
more complicated high-quality products. Owing partly to the 
nation’s commercial interests, Dutch industry will have to do 
without protection. A Dutch-industrial product which is able 
to survive international competition on the home market has 
reasonable prospects where exports are concerned; this has 
been proved in practice. Industrialization also calls for the 
accelerated availability of power, the expansion of technical 
training, the intensification of research “and the availability of 
adequate risk-bearing capital. Foreign investment and techni- 
cal know-how can therefore only be welcome. Dutch trade 
policy will continue to strive for the abolition of restrictions 
and protective practices in the international exchange of goods. 
Holland’s growing industry must export in order to hold its 
own; it does not shrink from fair competition in the inter- 
national markets, but endeavours to see that all competitors 
have an equal chance. Such is the broad outline of the pro- 
gramme that industry and the Government have put into opera- 
tion. Owing to its geographical situation Holland has for 
centuries been a country of international trade and shipping; 
its small area and its tradition of free trade forced it to become 
a country of intensive agriculture and stock-breeding, and as 
such it is still known’ everywhere; as a result of its great 
population density and its lack of other possibilities of expan- 
sion, it is busy developing into a prominent industrial country. 


Present Position of Dutch Industry and its Exports 


43% of Holland’s working population is at present em- 
ployed in industrial production. About 45% of the national 
income is derived from industry. Industrial production has 
more than doubled since the second world war. In 1947 about 
15% of the industrial production was directly exported; in 
1956 24%. Against these large exports, however, must be 
set very considerable imports. In 1956 the combined imports 
and exports amounted to 87% of the national income. Holland 
is therefore unusually dependent on free international trade 
and the standard of prosperity in other countries. Whenever 


a frontier is closed or purchasing power falls, Holland suffers 
greatly. 


Dutch industrial production is highly diversified. [It con- 
sists predominantly of final products in almost every field. The 
biggest industries are the metal-working industry (including the 
electrical industry), foodstuffs, beverages and tobacco, textiles 
and the rapidly growing chemical industry. Industrial expan- 
sion is taking place mainly in the metal-working and chemical 
industries. To a steadily increasing extent Holland is entering 
the international market as a supplier of capital goods such as 
machinery, technical installations, transport material, measur- 
ing, weighing and packaging appliances, office equipment and 
everything pertaining thereto. This expansion is complement- 
ed by technical advice to other countries, as a result of which 
Dutch capital goods are becoming well known. An overseas 
demand has arisen for equipment for harbours, hospitals, fire- 
fighting, water purification, town sanitation, electric power 
generation, etc., and Holland is exporting the requisite material. 
Young countries, particularly those in the tropics, with plans 
for industrialization are increasingly and successfully turning to 
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Holland, whose industry supplies a wide range of installations 
for processing tropical products such as sugar, rubber, palm 
oil, fibres, etc. 

In the sphere of electricity, too, Dutch industry has a great 
deal to offer. Philips of Eindhoven are known all over the 
world, and there are also numerous smaller firms who make 
interesting products for export. 

The metal-working industry turns out a large number of 
consumer goods ranging from typewriters and instruments to 
saucepans and whistling kettles. In the field of transport 
Holland supplies everything from roller skates and bicycles to 
trucks and trailers, from children’s scooters to electric locomo- 
tives and railway carriages, from sports yachts to ocean-going 
ships, from training aircraft to airliners, from fork-lift trucks 
to travelling cranes. 

Holland also supplies an ever-wider variety of producte 
in the chemical sector. Among the principal exports are 
paints, inks and dyes, volatile oils and essences, petroleur 
derivatives, insecticides and plastics, artificial fertilizers, 
pharmaceutical preparations and cosmetics. The largest oil 
refinery on the European continent is at Pernis, near Rotterdam. 
A soda plant will be taken into operation in the course of 1957. 
The foodstuffs, beverages and tobacco industry is still of great 
importance. 

Dutch dairy produce is famous. Equally well known is 
the country’s beer: with the exception of the Republic of 
Ireland, Holland is the biggest beer exporter in the world. 
Distilled beverages (Holland gin and liqueurs) and tobacco 
products (especially cigars) have long been famous exports. 

Among the edible delicacies, Dutch cocoa and chocolate 
in particular are highly esteemed for their quality. Preserved 
meat, fish, fruit and vegetables carry the name of Holland to 
far-distant tables. The expansion of all these industries is 
perhaps not sufficiently reflected in the expansion of exports, 
for the population increase is of course accompanied by a 
corresponding increase in the country’s domestic consumption. 
In the textile sector rayon production is the most spectacular, 
but the woollen, linen and cotton industries also produce high- 
quality goods for export, and the Dutch clothing industry is 
gradually acquiring a well-deserved reputation in other 
countries. 

Apart from these four large industries there are also a 
number of smaller ones which produce for export and have 
earned a good name: examples of such industries are those 
manufacturing Dutch paper, printed matter, glassware and 
crockery, furniture, silver, carpets, linoleum and other products 
in which quite good taste plays its part side by side with tech- 
nical quality. 


Foreign Participation in Dutch Industries 


Foreign aid has been necessary and welcome in the realiza- 
tion of the ambitious investment and employment programme 
for Dutch industry. Various countries such as Canada, Belgium 
and Switzerland have helped Holland with loans. The Amer- 
ican Government's extensive gifts and loans under the Marshall 
plan have not been in vain. American commercial and in- 
dustrial circles have shown their high regard for and confidence 
in. Holland’s economic progress and the quality of Dutch 
workmanship by setting up industrial enterprises and participat- 
ing in Dutch industries on a large scale. And almost without 
exception the results have given satisfaction. Government 
and industry have offered the necessary facilities, the Dutch 
personnel have proved satisfactory, the possibilities for sub- 
contracting to Dutch industry are improving day by day and 
Holland is the best possible location for building up exports. 
A number of European countries, too, have established 
subsidiaries in Holland. They have enriched Dutch industry 
with all kinds of new products and processes, technical know- 
ledge and experience, and have contributed greatly towards 
greater industrialization. But the bulk of the industrializing 
process was carried out by the Dutch industrialists themselves. 
Only a few projects have been executed by the State; the 
economic climate of Holland is eminently suitable for the 
development of free private enterprise. 


Sources of Power 
The progressive industrialization gives rise to a constantly 
growing demand for power. Coal, oil, electricity and gas are 
available as sources of energy. But the domestic production 
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of solid and liquid fuels is not sufficient to cover industrial 
requirements. In 1956 about 11.8 million tons of coal and 
about 1.1 million tons of oil were produced within the country, 
covering some 60% and 25% respectively of the total require- 
ments. For the supply of electricity Holland possesses 20 
public power stations, which produced approximately 9,700 
million k.W.h. in 1956, and a number of generating plants in 
factories and coal mines with a capacity of about 2,700 k.W.-h. 
All the public power stations are connected on a grid system, 
as a result of which an uninterrupted supply is ensured and a 
substantial saving effected in the reserve capacity of the in- 
dividual stations. The Dutch grid is connected to the German 
and Belgian networks, so that an exchange of power is possible. 

Gas plays an important part in supplying power to Dutch 
industry. The total gas production in 1956 was about 2,600 
million cubic metres. The supply of gas over long distances 
is continually increasing as a result of the concentration of 
gas production in a few large plants: the State mines supply 
extensive areas with gas obtained as a by-product of coke 
manufacture. The region supplied by the coking plant of the 
Royal Netherlands Blast Furnaces and Steel Works (Hoogovens) 
at Ymuiden is also steadily expanding. Natural gas is avail- 
able in a guaranteed quantity of 550,000 cubic metres per day. 
The great oil refineries at Pernis, near Rotterdam, supply gas 
which is produced during the refining of petroleum. In addi- 
tion, gas is imported from the Ruhr. The greater part of Hol- 
land will shortly be spanned by a gas supply network which will 
enable exchanges of gas to be effected between the various 
gas-works. 


Human and Technical Problems in Industry 


Labour: In normal circumstances there is plenty of 
labour available in Holland. The standard of the trade schools 
is adequate and _ still improving. Supervisory and _ higher 
technical staff are becoming available in steadily increasing 
numbers. A noteworthy feature is the infrequent occurrence 
of industrial strikes and labour disputes. Employers and em- 
ployees have widely-used machinery at their disposal for mutual 
consultation. The ability to appreciate each other's position 
and interests is increasing on both sides and there is a good 
understanding of the possibilities and difficulties of Dutch in- 
dustry as a whole and the needs of the national economy. 
Consequently peace has been preserved on the labour front, 
albeit not without lengthy negotiations and Government media- 
tion. 

Technical training: The number of primary technical 
schools for the basic training of industrial workers has increased 
steadily since the second world war. At the beginning of 1956 
there were 211 primary technical schools in Holland with 
64,000 pupils. These schools give theoretical and practical 
instruction, especially in wood-working (for the training of 
carpenters and cabinet-makers) and metal-working (for bench 
workers, smiths, gas fitters, plumbers, electricians, motor 
mechanics, instrument makers, etc.). The duration of the 
training varies between 2 and 4 years. For various industries, 
e.g. the footwear, leather and textile industries, there are 
special schools which give theoretical and practical instruction 
in the relevant subjects. Pupils who have acquired their basic 
training at a primary technical school have the opportunity of 
undergoing further training within the framework of a State- 
subsidized apprenticeship system, under which they receive 
practical instruction in factories and workshops and theoretical 
instruction at night schools. Young workers. who already 
have a job can also supplement their theoretical training at these 
schools. In January 1956 there were 292 evening trade schools 
with a total of 52,000 students. More advanced technical 
education and the training of supervisory technical personnel 
are catered for by 76 secondary technical schools, arts and 
crafts schools, etc. which in January 1956 were being attended 
by 18,000 students. Engineers receive their training at the 
Delft Institute of Technology. The course lasts 7 years, includ- 
ing one year of practical work. In the academic year 1955/56 
623 engineers were turned out. A second Institute of Tech- 
nology has recently been founded at Eindhoven. 

Scientific research: A number of large enterprises have 
research laboratories of their own. A great many industrial 
products, notably in the field of electronics, synthetic fibres, 
plastics, chemicals and pharmaceutical preparations, owe their 
existence to research carried out in these laboratories. 
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Medium-sized and small concerns usually have works labora- 
tories for technical development work and product control; for 
actual research they have access to independent research in- 
stitutes which are not connected with any industrial enterprise. 
Many of these institutes form part of the Netherlands Organiza- 
tion for Applied Scientific Research (T.N.O.), in which Govern- 
ment, science and industry collaborate. ~The whole sphere of 
activity is split up between a number of “Special Organizations” 
the most important of which is the Industrial Organization for 
Applied Scientific Research, which comprises numerous 
individual institutes, laboratories and working groups. Other 
independent research institutions are the Hydrological Labora- 
tory, for investigations in the field of water-Alow and hydraulic 
engineering, and the National Aeronautical Laboratory. Elec- 
trical research is conducted in the modern laboratories of the 
‘1K.E.M.A. (Testing Service for Electrical Materials), while the 
*‘Bouwcentrum” in Rotterdam is the most competent institution 
for scientific research in all branches of the building industry. 
For research in nuclear physics the Foundation: “Reactor 
Centrum Nederland” has been set up. This is to investigate the 
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generation and applicational possibilities of atomic energy with 
the aid of a nuclear reactor yet to be built. 


Quality control and industrial design: Specifications and 
standards are laid down for a great many products; these must 
be complied with in order to guarantee a certain quality. 
Numerous institutions and organizations in Holland are engaged 
in quality research and control, and they exercise strict super- 
vision to ensure that all necessary measures are taken and 
regulations observed. These activities extend to the products 
of various industries, but apply chiefly to foodstuffs, beverages 
and tobacco. Careful attention is also paid to the form and 
appearance of industrial products. The Bureau of Industrial 
Design in Amsterdam and other similar institutions promote 
co-operation between designer and manufacturer. Regular ex- 
hibitions of designs in particular fields establish contact between 
designers and industry, and many a new or improved product 
owes its existence to this organized collaboration. 


(To be Concluded) 


Industries in 


the Japanese Economy 


(By a Japanese Industrialist) 


In total volume of production, number of establishments 
and persons employed, the smaller industries of Japan occupy 
a prominent position in the economy. By “‘smaller industries” 
it is meant those relatively small in scale of management and 
capital investment, although the basis for classification varies 
according to the type of industry and cannot be generalized. 
In government practice, the term is applied to those industries 
employing less than 300 persons in the manufacturing industry, 
and with an amount of capital falling short of Y10-million. But 
actually the number of factories employing less than 200 is 
predominant within the manufacturing industry. 

In 1953 the smaller factories represented 99.58 per cent 
of the total number of establishments. They employ 70.91 per 
cent of all persons employed in manufacturing industries and 
account for 54.07 per cent of the total value in output. These 
figures give proof to their vital position in the nation’s industries. 


The Smaller Industries and Export 


The smaller industries are inseparably connected with the 
nation’s exports. The definite position of their output to total 
volume of export is not easily determinable, but it is estimated 
that approximately 60 per cent of all export products are pro- 
duced by them. In some lines of merchandise, export relies 
almost entirely on the output of these smaller industries. 
According to a recent report made by the Smaller Enterprise 
Agency, Ministry of International Trade and Industry, they are: 
synthetic fibres, gloves, hats, socks, stockings, shirts, toys, 
grinding stones, water colors & oil paints, crayons, umbrellas, 
antimony products, fishing rods, bamboo screens, sundries, 
glassware, thermos bottles, accessories (glass), bracelets, neck- 
laces, imitation pearls, combs, reagents, iodine, inch-size cut 
lumbers agricultural implements, food processing machines, 
machine-made Japanese papers, enamel ware, pencils, other 
personal effects, underwear, fishing nets, abrasive materials, 
small electric bulbs, chinaware & porcelain, lighters, springs, 
valves & cocks, bolts & nuts, wire nettings. 

Other items for export which rely heavily on the smaller 
industries are: cotton & synthetic fibre mixed textiles, canned 
goods, wires, steel rods, sewing machines, binoculars, 
telescopes, watches, wiring devices, phonographs, insulators 
(paper or cloth), fountain pens, electric fans, etc. 

In other words, the smaller industries are responsible for 
the major part of the nation’s exports in light industry products 
such as sundries, foods and textiles. A clearer view of their 


standing is seen by the percentages their output holds to the 
total volume of production in each line of industry. They are: 
cotton & staple fibre textiles 67 per cent, wool textiles 69 per 
cent, silk & cotton textiles 86 per cent, synthetic textiles 85 
per cent, cotton & wool jersey 100 per cent, canned goods 75 
per cent, fishing nets 71 per cent, reagents 100 per cent, china- 
ware & porcelain 60 per cent, enamel-ware 56 per cent, inch- 
size cut lumber 92 per cent, machine-made Japanese paper 75 
per cent, iodine 100 per cent, wires & cables 80 per cent, 
agricultural implements 80 per cent, food processing machines 
90 per cent, sewing machines 56 per cent, valves & cocks 76 
per cent, small electric bulbs 90 per cent, springs 53 per cent, 
wire nettings 90 per cent, bolts & nuts 92 per cent, optical 
instruments (cameras, telescopes, binoculars included) 49 per 
cent, metal toys 100 per cent, metal tableware 100 per cent, 
lighters 100 per cent, abrasive materials 77 per cent. 


Labour in the Smaller Industries 


Not only are the smaller industries placed in a prominent 
position in the nation’s total production, but they afford em- 
ployment to a vast number of workers and help support their 
families totaling nearly ten million persons. is is an im- 
portant fact from the point of the nation’s population problem 
as well as the social problem, for the focal point of the 
country’s economic difficulties lies in the “‘pre-modern” low 
level of labor skill employed in the industries. While the 
standard of skill is still low, the development of the labor move- 
ment after the war has democratized Japan’s labor. Labor 
Standards Law and objection to apprenticeship and the em- 
ployment of family labor are making it dificult for the smaller 
industries to employ cheap labor as was possible before the 
war. 

More than seventy per cent of all workers employed in 
manufacturing are working in factories of less than 300 em- 
ployees. 

One of the outstanding features that was noted in Japan's 
pre-war labor structure was the dominance of women labor 
which held close to 47 per cent of all labor employed in the 
nation’s industries. This same percentage had,: however, fallen 
to 25.1 per cent in 1949 due to such factors as the sudden in- 
crease in the man labor force from demobilization and repatria- 
tion and to the enactment of Labor Standards Law which 
restricts the employment of women labor. But the percentage 
is again rising, having reached 28.2 per cent in October 1954. 
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There is greater tendency for the smaller plants to employ 
unskilled young men under 25 years and older men over 55, 
as compared to the larger plants employing more than 30 
workers. The employment of women older than 24 is also 
greater in the smaller industries. In other words, comparative- 
ly less efficient labor judging from age and sex is being 
employed by the smaller industries. 


Still another point to be stressed is that ownership of a 
large percentage of the smaller industries is usually in the 
hands of individual owners and labor is supplied from the 
family. The owners as well as members of the family are 
technicians or laborers equal to other empleyed hands. Any 
distinct separation between employer and employee very rarely 
exists. Labor structure is, therefore, one of the major dif- 
ferences existing between the larger and smaller industries of 
Japan. 


The smaller industries are associated with poor labor con- 
ditions and in particular with low wages. The average wage 
for the smaller industries employing from 30 to 99 workers is 
only approximately 60 per cent of that paid out by the larger 
industries employing over 500 workers. 


In addition to lower pay, the smaller industries also, have 
longer working hours, making great contrast with the wages 
per hour of larger industries. The difference is the greater 
number of working hours per day in the smailer industries. 


The Position of the Smaller Industries in the Japanese Economy. 


Socially and economically the smaller industries can hardly 
be considered independent industries in essence or in form, for 
the majority of them are attached to some other industry. 
They are either attached as commissioned producers of sub- 
contracted industries governed by either the commercial capital 
of the wholesaler (Tonya-sei Kogyo) or the industrial capital 
of the larger industries (Shitauke-sei Kogyo). 


The types of dominance the wholesaler has over the 
smaller industries can be classed into the old and the new. 
The old type is the dominance of the wholesaler over home- 
industry system (Kanai Kogyo), in which work is done by 
hand, usually by the members of the family in the home, The 
new type is wholesaler dominance over a factory system of 
production. The use of simple machines and the existence of 
division of labor enable a certain extent of mass production. 
Since skilled labor is required in ‘the factory system of produc- 
tion, emphasis is laid more on employed hands rather than on 
labor supplied from the family. The former type is the 
dominance of the wholesaler over an entrepreneur who is at 
the same time a laborer. A good example of the old type of 
commissioned production existe in the textile industry. A 
wholesaler and producer in a textile producing district 
organizes any number of farmers who wish to work on a part 
time basis in their own homes. He provides them with raw 
materials and directions and pays them on the basis of piece 
work: The wholesaler and producer collects and assembles 
the finished goods and puts them on the market. Artificial 
flowers for export and some toys are also manufactured in this 
way. 


There are several variations in the way this system of 
production is being carried out, but the main thing in common 
js that the goods are being produced by hand or by simple 
tools and machines in the homes, by members of the family, 
and that the production is governed by the commercial capital 
of the wholesalers and that it is only through the wholesaler 
that the goods are put on the market. 


The new type of commissioned production which is the 
product of capitalism in Japan is based on the factory system 
of production. Instead of work by hand, the factory system 
involves the use of machines and division of labour, and on the 
employment of employees instead of family hands. The largest 
difference, however, is that the person contracting orders for 
‘production is an owner of an enterprise with a position clearly 
‘set apart from the plain worker. 


The causes for this system of production are two: one 
comes from the pattern of production from which the industry 
had its start, such as in the textile imdustry, and the other 
comes from the neceasity of having a flexible system of produc- 
tion to cope with large market fluctuations. The production 
of toys and artificial flowers are examples of the latter. 
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The term “‘sub-contracted industry’’ means the system by 
which the smaller industries take on a part of the production 
of larger industries under contract with them. This system of 
production rose from various conditions in the economy, such 
as the chronic financial shortages of the smaller industries and 
the narrow domestic market. The advantage of this system 
to the larger industries is that excess production facilities need 
not be kept by them. It lessens their risk, strain and loss 
coming from wide fluctuations in demand for their products, 
and it enables them to curtail production and lower costs. As 
a result, the principal object of the sub-contracted factory 
system is in the dispersion of risks. 

In general, this system prevails in the lines of industries 
which fall under the control of larger industries. Good 
examples are found in the machinery and equipment industry 
and the metal industry. 

A sub-contracted industry often has one or two even 
smaller indusiries producing for them on a further sub- 
contracted basis. It forms vertical lines of contracts extending 
from the large industries to the smallest. Sometimes an 
industry can be sub-contracted to two or more large industries. 


The Special Character of the Smaller Industries 
What has conditioned the special character of the smaller 
industries is the peculiarities within the Japanese economy 
which can be traced to the following facts: 
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|. The scarce natural resources of the country. 


2. The narrowness of the domestic market and the com- 
plexity of domestic consumption which accounts for the 
diversified and minutely divided demands. : 


3. The perpetual shortage of and generally small ac- 
cumulation of capital. 


4. That production is operated on small-scale with small 
fixed capital and with standards of skill generally low for 
fields of industry where technical methods had not been 
adopted from the advanced countries. 


5. The comparatively early electrification of the nation 
which has been an advantage to the smaller industries. 


6. The existence of abundant labor at relatively low cost 
to enable the smaller industries to compete with the 
modernized larger industries. 


7. That the principal markets for Japan's exports, with 
the exception of the United States, are found in economi- 
cally backward nations, and hence export demand has 
mainly been for low-cost consumption goods. 

At the end of 1945 when the nation began to pick up 


economic activity after post-war confusion, it was the smaller 
industries which took the lead in guiding the nation’s in- 
dustries back to normalcy. Their rehabilitation provided im- 
mediate employment for the many skilled hands experienced in 
the use of various simple production machines. Not only do 
the smaller industries stand as important producers in present 
day Japan, but they are equally a vital source of providing 
employment opportunities for the annually expanding popula- 
tion of the nation. They form with agriculture the base to the 
whole economic structure. 


In volume of output for the majority of industries, with 
the exception of those requiring large-scale fixed capital such 
as spinnings, chemicals, metals, electric appliances, ships, and 
vehicles, the smaller industries are responsible for more than 
half of production. The export and production of simple con- 
sumer goods as well are heavily reliant on the smaller industries. 
They also exist as essential production units associated with the 
principal industries without which production of larger indus- 
tries would be effected in various ways. That the smaller 
industries produce 60 per cent of the goods exported from the 


FAR EASTERN 


ECONOMIC REVIEW 


country and that Japan's scarcity of raw material necessitates 
heavy reliance on foreign trade, are sufficient reason for under- 
standing the immense bearing the export capacity of the smaller 
industries has on the entire economic well-being of the nation. 
The severity of such a blow as the tariffs and other trade 
barriers in the countries to which Japan is exporting can also 
be readily understood. 


Yet regardless of the importance these smaller industries 
hold in the economy of the nation, their comparatively poor 
and unstable management places them in a vulmerable position 
to any market fluctuation. Any business adversity is immedi- 
ately and directly thrust upon them, inevitably creating serious 
social problems. (This fact must probably be regarded as the 
unhappy fate of the entire industry). 


Another important aspect of the smaller industries is in 
their relation with the larger establishments. Although there 
are smaller industries that are entirely independent producers, 
the majority of them are associated or related with the pro- 
duction of some other larger industries in the forms as have 
already been explained inthe foregoing pages. By producing 
for the larger industries under such relations, it cannot be 
denied that the influence of the smaller industries does extend 
to the cost and quality of the products of the larger industries, 
for they manufacture parts for textile machines made by the 
larger industries, or in the case of cotton jersey which is sold 
on the market as products of the larger industries is really 
made by the small commissioned producers. 


The smaller industries are also dominant in the con- 
sumer’s goods market. Although it is true that the larger 
industries are responsible for the production of basic materials, 
the majority of the domestic consumer's goods directly con- 
nected with the progress and development are made by the 
smaller industries. The standard of living of the people through 
the goods they consume are directly connected with the 
progress and development to be made by the smaller industries. 


In such ways the smaller industries absorb a large part of 
the labor force, play an important role in production and in 
export, and often produce at a better efficiency than larger 
industries. In this respect they must be recognized as an 
essential part of maintaining the livelihood of the people and 
of the expansion of the national economy. 

= 


Economic Letter from Tokyo 


The Savings Promotion Headquarters in the Bank of Japan 
announced that the general deposits outstanding at the end of 
last June in all financial institutions of the country amounted 
to Y8,062,300 million, which shows an increase of Y109,900 
million in the 3 months period of Apr.-June or nearly 50% 
greater increase than that in the same period a year ago. It 
was in September last year that the- general deposits rose to 
the 7 milliard level. Considering that only in 9 months since 
the 8 milliard level was reached, the speed of increase is some- 
thing marvellous which is without precedent in the postwar 
years. 


The labor productivity continues rising. According to a 
survey of labor productivity by the Labor Ministry as to the 
14 principal industries, the working hours required for per unit 
product in 1957 declined noticeably as compared with the 
previous year in all industries, showing a further rise in the 
labor productivity. In fact, it was something like 6.2% rise 
from 1956. The 14 industries covered by the survey include 
iron smelting, iron rolling, cotton spinning, wool spinning, 
chemical fibers, pulp, paper and cardboard, motor vehicles, 
electric motors, ammonium sulphate, cement, tires and tubes, 
calcium carbide, and soda. 


According to the announcement made by the Bank of 
Japan and the Finance Ministry, export letters of credit received 
during July amounted to $200.9 million or an increase of $9.3 
million from June, while import letters of credit issued worked 


out to $175 million, also $14 million greater than in June. The 
trade balance, therefore, promises to be $25 million in our 
favor as compared with $31 million in the previous month. 
Except that the export letters of credit received rose above the 
$200 million level for the first time in 4 months, there is little 
change in the general situation of our foreign trade. 


The Finance Ministry decided to widen the spread of sell- 
ing and buying rates of spot sterling exchanges of the Minister 
of Finance (MOF) account by one quarter each to 1% above 
and 1% below the arbitrated rate (£1=Y1,008), which is the 
limit prescribed by the Articles of Agreement of IMF. The 
result is that MOF selling and buying rates are Y1,018.08 and 
Y997.92 per £1, respectively, as against Y1,015.56 and 
Y1,000.44, respectively, as at present. 


With reference to the long pending merger of Daiichi 
Bussan (having a capital of Y2,673 million and under the 
presidency of Yasutaro Niizeki) and Mitsui Bussan (with a 
capital of Y1,868 million and under the presidency of Toshio 
Hirashima), a complete accord was reached between the two 
as to the procedure of merging, and the agreement was formally 
signed at the office of President Sato of Mitsui Bank. The 
actual amalgamation is to take place on Feb. 15 next year. 
The merged company is expected to have a capital of Y5,900 
million, a personnel of 5,300, and estimated annual transac- 
tions amounting to Y500,000 million, which represents the 
appearance of by far the biggest trading firm in Japan. 
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INDUSTRIALIZATION IN THE CENTRALLY 
PLANNED ECONOMY OF CHINA 


PART II 


A REPORT BY THE SECRETARIAT OF THE UNITED NATIONS ECONOMIC COMMISSION FOR ASIA AND THE FAR EAST 


HOW DEVELOPMENT iS FINANCED 

General: Capital accumulation, or net capital formation, 
is reported to have risen from 13.8 billion yuan in 1953 to 
17.6 billion yuan each in 1954 and 1955, and 18.9 billion yuan 
in 1956, representing on the average about 20 per cenit of 
national income. In the meantime, in gross terms, state invest- 
ment in capital construction for economic and social develop- 
ment, defence and administration reached 6,5 billion yuan in 
1953, 7.5 billion yuan in 1954, 8.6 billion in 1955, and 14.0 
billion yuan in 1956. This sharp rise in investment, however, 
caused inflationary pressure, and it was accordingly planned in 
1957 to reduce the total to 11 billion yuan, although actual 
gross investment in state capital construction is reported to have 
been 11.89 billion yuan. As a result, net capital formation 
probably also fell considerably in 1957. 

Gross state investment in capital construction in the above 
categories over the five-year period is thus estimated at a total 
of 48.5 billion yuan. The portion devoted to economic and 
social development is reported to have reached, by September 
1957, a sum of 43.2 billion yuan which exceeds the plan total 
by about one per cent. Of this sub-total, 32.3 billion yuan, 
or 74.5 per cent, is given as representing fixed capital invest- 
ment. 

No data are available showing gross state investment for 
economic and social development by fields. However, break- 
downs have been published showing the distribution of total 
state expenditure on economic and social development, 56 per 
cent of which was allocated to gross investment in capital 
construction. To judge by the plan figures, a breakdown of 
the capital construction data, if available, would show consider- 
ably greater proportionate emphasis on industry, transport and 
communications, than these total development expenditures in- 
dicate, and considerably less emphasis on ‘‘other economic con- 
struction’ and on culture, education and public health. 

The reported excess of actual over planned development 
expenditure during the five-year period is nearly 12 per cent. 
The excess percentage is the highest (213 per cent) for trade, 
banking and stockpiling, probably owing to the expansion of 
state procurement and rationing. Next come the expenditures 
on agriculture, forestry, and water conservancy (37 per cent 
above target) and on culture, education and public health (also 
37 per cent), on both of which the original plan allocation was 
perhaps relatively low. The excess percentage is higher for 
transport, telecommunications and postal service (18.7 per 
cent) than for industry (6.7 per cent), primarily on account of 
expansion in the railway construction programme and the 
already heavy emphasis on industry in the original allocaiion. 
To compensate in part for these various increases in . actual 
over originally planned development outlay in all these fields, 
the amount for other items of economic construction (including 
municipal public utilities) has been reduced by one-half. 

Under the second five-year plan, state investment in 
capital construction is to be doubled—85.5 billion yuan in all, 
as against 42.7 billion yuan for the first five-year plan. The 
share of industry is to be raised from 58.2 per cent of total 
capital construction under the first plan to approximately 60 
per cent, and that of agriculture from 7.6 per cent of the total 
to 10 per cent. {In addition, there are to be “proper alloca- 
tions’’ of investments for transport, telecommunications and 
postal service and for culture, education and public health. 

Although details on the breakdown of investment have not 
been given, the ratio of investment between heavy and light 
industry is to be lowered from 8:1 under the first five-year plan 
to 6:1 under the second, in order to allow a gradual rise in 
consumption in the second five-year period and to make up 
for the recognized inadequacy in the productive capacity of 
certain consumer goods industries. In particular, the .large 
number of joint state-private enterprises, now reorganized, are 


expected to expand their production for the consumer market, 
and the handicrafts, now put on the co-operative basis, may 
further swell the output of consumer goods.. The contemplated 
increase_in state capital investment in consumer goods imdustries 
is, however, still quite limited. 


Proposed and actual distribution of Government Development 
Expenditures under, the First Five-Year Plan 


Actual expenditure 


Plan proposal Excess of 
Amount Amount actual 
Item (millions Per cent (millions Per cent over plan 
of yuan) of total of yuan) of total (percentage) 
TnGysthy Po cise ites errs 31,320 40,9 © 33,410 39.0 6.7 
Agriculture, forestry and 
water conservancy 6,100 8.0 8,378 9.8 37.3 
Transport, telecommunica- i 
tions and postal service 8,990 Vay! 10,672 12.5 18.7 
Trade, banking and stock- 
pilimge peas et ceeeerte re 2,160 2.8 6,760 79 213.0 
Other items on economic 
construction =... ... ees 13,800 18.0 6,851 8.0 —50.3 
Culture, education and 
public (health 2. 5... 14,270 18.6 19,562 22.8 37.1 
FEOWAL  y seinieloierstaqeists 76,640 100.0 85,633 100.0 11.7 


In view of difficulties encountered in the financing of deve- 
lopment prajects, and reflected in the substantial cut of 15 per 
cent in total gross state investment in capital construction for 
1957 as compared to 1956, it is perhaps open to question 
whether the State can achieve its target of doubling its invest- 
ment -in capital construction during the second five-year plan. 

In China, economic development has to be financed 
primarily with domestic capital. Since 1953, capital formation, 
being predominantly a function of the State, has been carried. 
out largely on the basis of receipts from state enterprises on the 
one hand, and of ordinary taxation on the other. Domestic 
bond issues have brought in much smaller sums. 

The foreign exchange requirements for purchasing imports 
of capital goods and for financing the excess of foreign aid 
extended over foreign loans received and used during this period 
have been met, in spite of agricultural shortage within the 
country, primarily through agricultural exports, supplemented 
by mineral, handicraft and industrial exports. The extent of 
mainland China’s success in achieving increases in production 
in these fields has so far played an important part in deter- 
mining the extent to which the plan for industrialization has 
been fulfilled. In future, as industrial exports begin to grow, 
the share of agricultural, mineral and handicraft exports in 
total exports is expected to decline. 

The state budget: Domestic financial resources for deve- 
lopment are mobilized by fiscal measures implemented annually 
through the state budget. The accounts for 1953-1956 and the 
budget for 1957 show a rapid expansion in both government 
receipts and expenditures up to 1956. Preliminary data for 
1957 suggest that expenditures may for the time being have 


reached a plateau. A budget surplus is reported for 1953, 
1954 and 1955, followed by a budget deficit in 1956. In 1957 
the budget was drawn up to show a balance. 
Government Receipts and Expenditures, 1953-1957 
(Millions of yuan) 
Year Total Total 
expenditures receipts 
1953 Pe orcs, Soles omer ecettays 21,488 21,762 
1:95:47 Mebae. eo eitatecen ote esin senteret cha 24,632 26,237 
1955 Soe eNO Gia te tes a heteeeeties 26,727 27,203 
W956 NAS encrs, Maes ors 30,574 28,743 
957 Tatar eee iehah a: cael Motencats 29,394 29,394 


Most state revenue is derived from “‘receipts from state 
enterprises’, which accounted for 62.9 per cent of total state 
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receipts in 1953 and an estimated 72.0 per cent in 1957. The 
declining importance of agricultural taxes and bond subscrip- 
tions from peasants is shown by the fall in their combined total 
from 13.4 per cent of aggregate state receipts to || per cent 
during this period. However, peasants undoubtedly made a 
growing contribution to the receipts of state enterprises. These 
receipts were obtained largely from transactions with the 
peasants, from whom the state enterprises, through the medium 
of co-operatives and collectives, buy agricultural products and 
to whom they sell foodgrains (in the case of peasants growing 
industrial crops), agricultural requisites and essential consumer 
goods. The share of taxes from private enterprises in industry 
and trade fell drastically from 16.9 per cent of total state re- 
ceipts in 1953 to one per cent in 1957, primarily because of 
the transformation of these private enterprises into state or 
joint state-private enterprises. 

Beginning in 1954, China has floated four annual issues 
of domestic bonds for economic construction. These bonds, 
each of 600 million yuan, bear imterest at 4 per cent a year 
and are redeemable in 10 years (in 8 years in the case of the 
1954 issue). 

Foreign Trade: Since 1949, control over the direction 
and composition of foreign trade has been used as an 
important means to finance capital formation in China. This 
trade gravitated increasingly to the Soviet Union and countries 
of eastern Europe, with a corresponding reduction in impor- 
tance, or the virtual elimination, of business with former trading 
partners, particularly the United States, the United Kingdom 
and Japan. The proportion of trade with the Soviet Union 
and countries of eastern Europe is reported to have risen every 
year until 1955: from 33 per cent of the total in 1950 to 
63 per cent in 1951, 78 per cent in 1952, 75 per cent in 1953, 
81 per cent in 1954 and 82 per cent in 1955, with a corre- 
sponding decline in the proportion for other countries, mainly 
in the West. In 1956 the proportion appears to have fallen 
to 75 per cent. There has been no trade of consequence with 
the United States since 1951. This change in the direction of 
trade is accounted for partly by the fact that countries with 
centrally planned economies have, as a matter of policy, co- 
ordinated their economic development, and partly by the United 
Nations resolution adopted after the outbreak of the Korean 
war recommending the application by every State of an em- 
bargo on the export of sirategic materials to mainland China, 
and other trade measures adopted by CHINCOM countries. 


Distribution of Government Receipts, by Sectors, 1953-1957 


(Percentages) 
State- 

Siate private Private 
Year enter- enter- Co-operatives enter- Pea- Other Total 

prises prises prises sants 
ia oorocog 62.9 1.2 2.5 16.9 13.4 3.1 100.0 
TO5AD Scns ss 65.2 1,7 3n7, 13,3 14.2 an9) 100.0 
1955 7A 2.2 4.4 dd 13.2 1.4 100.0 
1956 73.6 5.5 BK 2.8 Wine ji) 100.0 
1957 72.0 7.0 8.0 1.0 11.0 1.0 100.0 


On the other hand, in the past few years there has been 
some revival of trade with the United Kingdom and Japan, 
and some increase in trade with a number of Asian and other 
countries. This trend is expected to be accentuated in view of 
the recent relaxation in the interpretation of what constitutes 
strategic exports to mainland China under the United Nations 
resolution, and in the level of strategic controls maintained by 


the sixteen nations of the CHINCOM. 


Of particular importance is the control applied by China 
to the pattern of foreign trade, a control designed to increase 
primary exports in order to pay for capital goods imports, and 
to decrease non-essential imports in order to economize foreign 
exchange. As stated by the Vice-Minister of Foreign Trade in 
1954, “the central aim of our foreign trade hereafter is to 
serve the socialist industrialization of our country in a better 
way.” 

In 1950, many consumer manufactures (especially textiles) 
and food items customarily imported in prewar years almost 
disappeared from China's import list, and were replaced by 
raw materials (especially raw cotton and crude rubber), 
mineral oils, chemicals (especially pharmaceuticals) and in- 
dustrial equipment. There was also a notable increase in the 
value of the relative share of food exports. In respect of rice, 
China shifted from a net import to a net export basis. 
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For the past few years, the pattern of trade has been report- 
ed to be as follows:—Three-fourths of the exports have consisted 
of farm products (both processed and unprocessed) and one- 
fourth of mineral products and manufactures: three-fifths of 
the imports have been machinery and equipment, and two-fifths 
raw materials for industrial and agricultural production and 
consumer goods. 

The composition of mainland China's trade with the Soviet 
Union shows significant changes between 1953 and 1956, in- 
cluding a sharp rise in the proportion in total imports of ma- 
chinery and equipment (from 23.1 per cent to 41.6 per cent), 
and in total exports of textile products (from 3.4 per cent to 
12.3 per cent). 


Composition of Imports from and Exports to USSR, 
1953 and 1956 


(In percentages, unless otherwise stated) 


Item 1953 1956 Item 1953 1956 
Imports Exports 
Machinery and _ equip- Food materials ......- er, 16.6 
ment (complete sets) oD (a9) Food products .-...--- 18.7 23.8 
Ferrous metals .....-. 9.8 85 Non-ferrous and rare 
Underground cables, metals escent teers 21.3 16.5 
electric wires Rec 0.6 0.2 Textile fibres) -. +... +55 Pe aa 
Petroleum products -... 6.4 7 Textile products ...... 34 12.3 
Chemical products  in- < 5 ‘ 
cluding fertilizers 0.9 0.4 Bristles, hides and skins, 
Papers Pes 0.8 Intestines, etc. . 3.4. 
Others 36.8 Others see eeess 19.7 
Tota 100.0 Tota 100.0 
Total import value Total export value 
million roubles) .. 2,790 2,932 (million roubles) .. 1,899 3,057 
Imports and Exports, 1950-1957 
Value (billion yuan) Index (1950=100) (Export to 
Ratio 
Year Import Export Total Import Export Total Import) 
1950 2312 2.03 4.15 100 100 100 49:51 
1951 3.49 2.44 5.93 165 120 143 41:59 
1952 er 2.75 6.48 176 135 156 42:58 
1953 4.57 S52 8.09 216 173 195 43:57 
1954 4.42 4.05 8.47 209 199 204 48:52 
1955 6.07 4.91 10.98 286 242 265 45:55 
1956 » 5.30 5.57 10.87 250 274 262 51:49 
1957 (target) sue, AUG 5.20- 9.96 224 256 240 52:48 


China's trade rose steadily from 1950 to 1955, from 4.15 
billion yuan to 10.98 billion yuan, but showed a slight fall to 
10.87 billion yuan in 1956 and the planned sum for 1957 was 
further reduced to 9.96 billion yuan. The import surpluses 
during 1950-1955 were financed mainly by loans from the 
Soviet Union. The export surpluses during 1956-1957 appear 
to have been caused by the excess of aid extended over loans 
received and by reduction in foreign expenditures after the 
withdrawal of Soviet forces from Dairen in 1955. Agricultural 
collectivization and transformation of commercial and industrial 
enterprises from private into joint state-private ownership since 
1956 may have affected adversely overseas Chinese remittances. 

External assistance: Since 1949, the Government of the 
Soviet Union is officially reported to have extended to the 
Central People’s Government of the People’s Republic of China 
loans amounting to 5,294 million yuan. Of this sum, 2,174 
million yuan were reportedly used before 1953. Since then, 
during the period of the first five-year plan, 3,119 million yuan 
are said to have been used, while on the other hand external 
aid paid out to other countries by mainland China during this 
period is put at the larger sum of 3,588 million yuan. In 
addition, during the same period, loan service to the Soviet 
Union may have amounted to about |.5 billion yuan. 


Flow of External Assistance, 1953-1957 
(Millions of yuan) 


Z Receipts Aid Excess of aid 

Year (Loans from extended extended over 

USSR) loans received 
1953 438 1,592 1,154 
1954 884 628 —256 
1955 1,657 456 —1,201 
1956 117 404 287 
1957 23 508 485 
MOTATC Sj eheteriviaeraae 3,119 3,588 469 


According to incomplete data given in various press re- 
ports and communiques, the following grants and credits from 
mainland China have been extended successively to Outer 
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Mongolia, northern Korea, Albania, northern Vietnam, Cam- 


beds, Nepal end Covlac, second. During the first three years, 1954/55-1956/57, higher 


rations were issued in cities—especially large cities—than in 
villages. F In a considerable part of the country, rations were 
higher within a given area for workers and employees, cadres 


Aids to Foreign Countries, 1952-1957 


Antoun : ; ; a 
Recipient country Agreement date Duration (millions of ane and nent Fe in paiddls schools and universities than for ordin- 
rency indicated) ary residents. ecause of the poor cotton crop in 1956, the 
Outer Mongolia .. 29 pee: 32 and Sovelnnext had to reduce by one-half the ration for the second 

ugust period of 1956/57 (from May to A to 95 i7. Thi 

Northern Korea .. 23 November 1953 - i i Horie Poor ). ied Ws 
Aibeaia sss, BOs ee sees ees yaa considered appropriate because of the unusually high ration for 
Northern Viet-Nam 2 December 1954 Unspecified 800 (yuan) 1955/56. _For the year 1957/58, however, the average per 
Centbodia —.s+.. aeee ase. 1956-1957 8 (sterling) capita ration has been reduced to 5.3 metres as compared 
Pal ...-..00. : ctober seal — to 60 (rupees) with 6.2 metres for the (whole) year 1956/57, owing to the 
okt ee ae) 20) September 1957 Fige Yeas oe 75° (PuStes) reduction in the cotton growing area in favour of more land 


HOW INFLATIONARY PRESSURE IS CONTROLLED 


The inflationary gap: The very nature of industrialization 
under~any plan of this type, with its greater investment and 
faster growth of producer than consumer goods, is likely to 
generate severe inflationary pressure through an excess of 
effective demand over supply of consumer goods. The 
tendency towards inflation will be reinforced with agricultural 
production, still accounting for a majer portion of total pro- 
duction, falls short of the target rate of increase on account af 
floods, droughts or other natural calamities. 

In mainland China, the unequal rates of increase in the 
production of capital goods and consumer goods have, as might 
be expected, given rise to the problem of the inflationary gap, 
particularly since 1955. Available statistics suggest that, while 
capital goods production rose by 20 per cent in 1954, 17 per 
cent in 1955, 41 per cent in 1956 and 12 per cent in 1957, 
consumer goods production in industry rose by only 15 per 
cent, one per cent, 22 and 2 per cent in the corresponding 
years; and that, in 1955, cotton textile production fell by 15 
per cent, owing to a 9 per cent decline in the previous year's 
raw cotton crop. In 1956, according to figures quoted earlier, 
state capital investment, mainly in heavy industries and de- 
fence, rose by 63 per cent, as compared with only 15 per cent 
in each of the previous two years. 

To counter inflation, two sets of measures have been 
adopted. In the first place, consumptior has been restricted by 
rationing. In November 1953, foodgrain distribution was made 
virtually a state monopoly and the supply of grain was con- 
trolled. These measures were followed by nation-wide ration- 
ing of cotton cloth in 1954 and of foodgrains in 1955. Ration- 
ing of edible oils, meat and sugar has been applied in cities 
where these goods were in short supply. In the second place, 
steps have been taken to avoid the creation of, or siphon off, 
excess purchasing power in the hands of peasants and workers. 
The methods used include state procurement of marketable 
surpluses of agricultural production at ‘‘official’’ prices (below 
the free market level), control over the rise in wage levels, 
which has been far below the rise in labour productivity, and 
public subscription to domestic bonds for development. 

Rationing of essential consumer goods: On 5 August 
1955, provisional measures for foodgrain rationing in cities and 
market towns were adopted by the State Council. In rice 
consuming areas, the monthly per capita rice ration varies for 
nine specified categories from 25 kilogrammes for especially 
heavy physical labour down to 12.5 kilogrammes for ordinary 
residents and for children of ten years of age or above, and 
smaller amounts for three categories of children under that 
age. In general, a higher ration is provided for areas con- 
suming mainly coarse grains and wheat flour. Foodgrain 
rationing was introduced between September and November of 
1955 in various cities and market towns. ; 

Rationing of edible oils, introduced in December 1953, 
has not been uniformly applied throughout the country, be- 
cause oil-bearing crops are not as extensively produced as 
foodgrains. Rationing measures vary as between areas of con- 
centrated production and scattered production of oil-bearing 
crops. In areas where thé supply situation is extremely diffi- 
cult, the available stocks are distributed, after public discussion, 
the village being taken as the basic unit. 

Cotton cloth rationing, first introduced to cover the year 
from 15 September 1954 to 31 August 1955 (which corre- 
sponds generally to the cotton crop year), is being implemented 
for the fourth year in 1957/58. Ration coupons are issued in 
two periods to dovetail with the needs of consumers, with two- 
thirds of the ration in the first period and one-third in the 


for foodgrains. This reduction in rations is smaller for villagers 
than for residents in cities—where fabrics other than cotton 
(silk, linen, woollen) are largely consumed. Moreover, the 
new ration is the same for workers and employees, cadres and 
students in middle schools and universities as for ordinary re- 
sidents. Extra supplies, however, may be drawn by certain 
categories of workers, including building workers and coal- 
miners. Peking and a few other big cities have slightly higher 
rations than the rest of the country. 

Meat and sugar were also rationed in some areas. in 
Kwangtung province, sugar rationing commenced on | April 
1955, with an average per capita yearly quota of 3 kilogrammes 
for all rural districts and a somewhat higher amount for city 
residents. 

Wage control and policies: Wage control by the State 
has béen expanded with the growth of the state and joint state- 
private, sectors, whose workers and employees (about 24 
million by the end of 1956) receive wages and salaries deter- 
mined by the State. In the agricultural sector, comprising the 
predominant part of the population, remuneration for labour 
performed is determined in accordance with the norm of work, 
which varies from one co-operative or collective to another. 

In all cases, the overriding principle has been to grant a 
slower rise in wages than has been achieved in productivity, so 
as to provide an adequate margin for capital formation. Under 
the first five-year plan, average labour productivity in govern- 
ment enterprises and departments covered by the plan was 
scheduled to rise by 64 per cent, but average wages by only 
33 per cent. Actually, between 1953 and 1956, the pro- 
ductivity of industrial workers is said to have increased 69 per 
cent, while the average real wage of the employees and workers 
increased 27.6 per cent. Under the proposals for the second 
five-year plan, the rates of increase for labour productivity and 
wages are expected to be respectively 50 and 25-30 per cent. 

The differential rate of rise in wages and productivity was 
forcefully brought out in a statement on wage reform and 
employment by the Minister of Labour to the third session of 
the First National People’s Congress on 29 June 1956. Accord- 
ing to his statement, average labour productivity and average 
money wages in state industrial enterprises rose by 15 per cent 
and 2.3 per cent respectively in 1954, and by 10 per cent and 
0.6 per cent in 1955. The difference was even greater in 
terms of real wages. In 1955, while average money wages of 
workers and employees in state departments and enterprises 
reportedly rose 20.2 per cent above 1952 levels, average real 
wages rose only 12 per cent. The difference was due partly 
to the rise in retail prices (noted below) and partly to the 
abolition in July 1955 of the supply system which previously 
gave free housing, utilities, medical care and so on to about 
one-third of all workers and employees in state departments and 
enterprises. f 

This great disparity in the rates of increase of labour pro- 
ductivity and wages led to a State Council decision to increase, 
backdated to | April, the average pay of workers and employees 
in state departments and enterprises in 1956 by 13 per cent. 
As a result of this decision, the average wage for such workers 
and employees is reported to have risen by 33 per cent in 
1956 over 1952, thus reaching the first five-year plan target 
one year in advance. 

After the rapid transformatién of private into joint state- 
private enterprises, a problem arose in 1956, because of the 
different wage scales in state and joint state-private enterprises. 
On 12 October 1956, the State Council adopted a set of wage 
reform regulations for new state-ptivate enterprises, specifying 
that their wage standard and wage ‘system should be gradually 
brought into line with those of state enterprises of a similar 


460 


character and scale in the same area. The existing wage 
standards of the workers, employees and private personnel of 
the new state-private enterprises should not be reduced if they 
were higher than those of the state enterprises, and should be 
gradually increased, according to the practical possibilities of 
production and operation, if they were lower. 

Price trends: The indexes of wholesale prices, taking 1952 
as the base, show the following changes: 84.7 in 1950, 99.9 in 
1951, 98.6 in 1953, 99.1 in 1954, 99.7 in 1955, 99.2 in 1956 
and 100.7 in the first half of 1957. The wholesale price index 
is compiled on the basis of official prices, which in 1956 were 
officially considered “only nominal, while market prices went 
up independently”. Consequently, the level indicated by the 
1956 wholesale price index, as for the first half 1957, was 
below the level of actual wholesale prices on the market. 

Indexes of retail prices and workers’ cost of living were 
released for the first time in 1956. For retail prices, the annual 
rise shown was 3.7 per cent in 1953, 0.4 per cent in 1954, 1.3 
per cent in 1955, 0.3 per cent in 1956, and 2.2 per cent in the 
first half of 1957. The 1956 rate of rise, however, although 
it appeared to be the smallest in the period covered, concealed 
significant rises in certain items, some of which (the items were 
not specified) were stated to be not reflected in the index: 
(1) On account of various natural disasters that hit some areas 
in 1956, prices of vegetables showed a higher increase over the 
same period of 1955. In December 1956, the index of season- 
able vegetables in eight major cities was 14.5 per cent higher 
than in the same period of 1955. (2) Owing to the shortage 
of raw materials, reduction in working hours, and increase in 
wages, prices rose for commodities produced and marketed by 
state-private factories and handicraft co-operatives, commodities 
freely procured by state-private commercial organizations, and 
commodities newly bought and priced by state commercial 
organizations. These commodities consisted mainly of clothing, 
shoes, hats and daily necessities. (3) Following the opening 
ofthe free market in the fourth quarter of 1956, market prices 
for some daily necessaries under-supplied by the state companies 
soared far above the official prices—by three times for raw 
ginger and by 30 per cent for eggs. (4) Retail prices for some 
daily necessaries and better quality commodities, such as rubber 
shoes and men’s socks, went up in accordance with the policy 
of state commercial organizations of raising the prices of such 
goods to encourage their production. , 

In 1956, the workers’ cost of living index fell by 0.5 per 
cent below 1955 in 42 cities, and by 0.2 per cent in 12 major 
cities, the decline being accounted for by a reduction in some 
areas in house rents and in water and electricity rates. If these 
particular items are left out of account, the index of workers’ 
cost of living would show a rise of 0.7 per cent in the 12 major 
cities. 


RATES OF ECONOMIC GROWTH AND LEVEL OF 
CONSUMPTION 


National income and capital formation: National income 
is defined by Po I-po, chairman of the State Economic Com- 
mission, as the “‘total value of output of industry, agriculture 
and the building industry plus the value created by transport 
and commercial workers serving production (i.e. the total value 
of production), minus the depreciation charges of means of 
production. In other words, it is the net value of production”. 
This definition, which follows the Soviet practice, differs from 
the western concept mainly in the restricted scope of ‘services’. 
Only those services are included which are directly connected 
with the “‘production process’, for instance, freight transport, 
trade (if it adds to value as a result of specific operations such 
as storing) and catering services. 

From the proportions of government receipts in national 
income given by Po, and a deflated series based upon the actual 
figures for government receipts now available for 1952-1955, 
and from the more conservative estimate of national income for 
1956 (at constant prices) by Mr Yin-chu, national income at 
constant prices would appear to have risen nearly 42 per cent 
between 1952 and 1956, giving an average annual rate of in- 
crease of 9.1 per cent (compounded). Based on this, the 
corresponding rise in per capita income would then be 29 per 
cent, or 6.7 per cent annually. 

The ‘“‘accumulation’’ component of national income is 
defined by Po to include the following: “‘(1) tm the form of 
centralized state expenditures: investments in capital construction 
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of productive and non-productive undertakings less depreciation 
charges for fixed assets; increases in circulating funds (working 
capital); increases in state material reserves, etc.; (2) in. the 
case of state enterprises: accumulation within each enterprise: 
(3) in the case of agricultural producers’ co-operatives (and 
collectives), handicraft producers’ co-operatives and supply and 
marketing co-operatives: reserve funds (surplus) of the co- 
operatives (and collectives); and (4) in the case of individuals; 
investments made by industrialists, merchants, individual 
peasants and handicraftsmen.” Accumulation thus covers net 
fixed capital investments and additions to stocks and is con- 
ceptually not altogether dissimilar from net investment (gross 
investment minus depreciation charges) as defined in western 
practice. However, for the purpose of international comparison 
it should be noted that the price structure of mainland China, 
which maintained low prices for farm products and high prices 
for industrial products (at least up to 1955), tends to exaggerate 
the proportion of net investment as compared with western 
countries. 


National Income Estimates, 1952-1956 
(At 1952 prices) 


Midyear Per capita 
Year National Accumula- Consump- population income 
income tion tion (millions) (yuan) 
Amount in billion yuan 
POD 2 ae seus sicsahitnecmretige 63.62 9.99 53.63 569 112 
NODS vin sereinia ta mater ateimtats 75.59 13.83 61.76 581 130 
1954 Krenn yareiare 81.71 17.65 64.06 595 137 
LO5Die © eee iene 85.53 17.53 68.00 608 141 
NOS Gi Pera ceetetrontele 90.00 - 18.90 71.10 621 145 
Percentage distribution 
1952 15.7 84.3 
1953 18.3 81.7 
1954 21.6 78.4 
1955 20.5 79.5 
1956 21.0 79.0 
Annual rate of growth (%) 
ets Peace oacone 18.8 38.4 roy path 16.1 
1954 Aa ser 8.1 27.6 3.7 2.4 5.4 
1955 4.7 —0.7 6.2 2.2 2.9 
WGSGH” haan asguraintare 5.2 7.8 4.6 2.1 2.8 
Index (1952=100) 
1953 
1954 138.4 111.5 102.1 116.1 
1955 176.6 119.5 104.6 124.1 
1956 : 175.5 126.8 106.9 125.9 
Average annual rate of 189.2 132.6 109.1 129.4 
increases, Fewiensax 9.1 17.3 7.3 2.2 6.7 


The sum of personal and public consumption is derived as 
a residual (national income less directly estimated accumula- 
tion). It “includes the wages of workers and employees; the 
personal incomes of peasants and handicraftsmen; the incomes 
of capitalists; expenditures of the State and of enterprises on 
cultural, educational and public health work, and on welfare 
services for workers and employees; expenditures on adminis- 
trative and national defence needs and other funds used for 
non-productive purchases; and so on’. 

The rate of increase of accumulation between 1952 and 
1956 is much faster than the rate of increase of consumption— 
89 per cent as compared with about 33 per cent. The average 
annual rate of increase during the period is thus 17 per cent 
for accumulation, somewhat over 7 per cent for consumption. 
As a consequence, the proportion of accumulation in national 
income has risen steadily, except for a slight setback in 1955, 
from what appears to be 15.7 per cent in 1952 to an estimated 
21 per cent in 1956. Po suggested that “for a number of years 
to come, it will be fairly safe to fix the proportion of the 
national income going to accumulation at no less than 20 per 
cent ‘or possibly a little higher’. The sharp rise in investment 
in 1956 and consequent difficulties encountered in 1957 may 
make it debatable whether this ambitious goal can be adhered 
to. 

The proposals for the second five-year plan, as adopted by 


the Eighth National Congress of the Communist Party of China. 


on 27 September 1956, envisage a further increase of 50 per 
cent in national income in 1962 over 1957. While the ratio 
of accumulation to consumption is not fixed, the state invest- 
ments in capital construction in the second five-year period are 
expected to be double what they were in the first. In absolute 
amounts, these major components of accumulation would thus 
be 85,480 million yuan, or about equal to the whole estimated 
national income for 1955. It has already been questioned 
whether these targets may not be over-optimistic. 
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é Levels of consumption: Per capita consumption in 1956 
is reported to have risen by 13 per cent over 1952 for peasants, 
and by 19 per cent for workers and employees. If account is 
taken of the estimated rate of population increase of 2.2 per 
cent a year during 1952-1956 and it is assumed that the ratio 
of peasants to workers and employees changes only slightly, it 
follows ‘that there was an increase in total consumption of about 
22 per cent for peasants and 28 per cent for workers and 
employees. These rates, so computed, are much lower than 
the estimate from Po and Ma of 33 per cent rise in total con- 
sumption during 1952-1956, which, however, refers to both 
personalsand public consumption, instead of personal consump- 


tion only. In other words, the implication would be that public 
consumption rose considerably faster than did personal 
consumption. 


If the reported per capita rate of increase of consumption 
is taken as the basis for estimation, the absolute level reached 
in 1956 was still rather low, being equivalent to about 8! yuan 
per peasant and 180 yuan perwworker or employee. The ratio 
of consumption of workers and employees to peasants apparently 
rose from 2.10:1 in 1952 to 2.22:1 in 1956. 

Per capita consumption of the main items is reported to 
have risen between 1949 and 1956 for both urban and rural 
inhabitants, although the reliability of the 1949 data is limited. 

The differential levels of consumption and living standards 
as between peasants and workers appear to have given rise to 
peasant discontent, and official explanations were given re- 
peatedly in early 1957 to justify the difference. First, it was 
contended that, in the comparison between the two, a part of 
the non-monetized (imputed) income and consumption of 
peasants, such as rent and fuel, might not have been taken into 
account. Second, it was pointed out that, as urban life is on a 
higher economic and cultural level than rural life, more has 
to be spent by the workers on items not known to the peasants. 
Third, workers are usually more productive than peasants, not 
only because of the larger capital and higher technique em- 
ployed, but also because they are less dependent on natural 
conditions, particularly the weather. Fourth, the difference in 
living standards between workers and peasants is considered to 
be ‘'a product of history, and, while this difference will be 
steadily reduced along with the constant development of pro- 
duction and the constant betterment of the living standard of 
workers and peasants, its elimination will call for a long-term 
struggle and can only be achieved when social productive forces 
have been considerably developed’. In connexion with this 
statement, however, it' may be noted that, for the immediate 
period 1952-1956, official statistics tend to show that the gap 
in per capita consumption between workers and peasants has 
widened, if slightly, rather than narrowed. 

Per Capita Consumption of Workers and Peasants, 
1952 and 1956 
(Yuan at 1952 prices) 


Workers and Ratio of workers 


Peasants employees and employees 
Year Amount Index Amount Index to peasants 
NOS2 cep ssntac setae 72.0 100 151.0 100 2.10 
T95G6 = a vsinewiawe eesiene 81.0 113 179.6 119 wad 


Per Capita Consumption of Main Items, 1949 and 1956 
(Kilogrammes, unless otherwise indicated) 


Percentage in- 
crease of 1596 
1949 1956 over 1949 

ltem Urben Rural Urban Rural Urban Rural 

Foodgrains '....+se+se08 193.50 138.00 200.00 216.00 3.4 56.5 

Edible ‘Vegetable oil ..... 2.65 0.85 6.40 1.90 141.5 123.5 
Pork d ther meat 

‘products . CSCO IL 5.25 3.45 7.00 3.85 33,3 11.6 

BATT Tesi cues s 7.00 je Soe Be. ies Gees 

Sugar and sweets ; 1.30 Fi 3 F 5 5 

Cotton cloth (metre) ... 9.13 2.30 20.60 6.67 125.6 190.0 

Total population (million 56 474 88 536 157.1 113.1 


POPULATION PRESSURE AND EMPLOYMENT 

In 1956, mainland China, with an area of 9.7 million 
square kilometres, had an arable land area of EZ million 
square kilometres or 11.6 per cent of its total area. Yet this 
limited area of arable land, together with additions that may 
be possible through reclamation of unused land, which has been 
estimated at 27.33 million hectares, has to provide the principal 
means of livelihood for the largest population of any country 
in the world, estimated officially to have reached 628 million 
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by the end of 1956. The density of population per square 
kilometre of arable land is thus 561 in mainland China, which 
compares with that of 1,020 for Taiwan, and is otherwise the 
highest in the Far East except for Japan and southern Korea. 

The pressure of population on land is made more serious 
by the high rate of natural increase, which is reported to have 
averaged 2.22 per cent a year during 1953-1956 as compared 
with 2 per cent during 1950-1952. The recent increase is 
attributed to a number of factors, including the improvement of 
public health and the consequent reduction in the death rate, 
particularly the infant mortality rate, and the reduced loss of 
life from civil wars, famines and so on. 

The pressure of population on land necessarily varies 
widely in a vast area like China, being highest in the ‘fertile river 
plains south of Yellow River, along the railway lines and on the 
coast. The northwest is still thinly populated, and to a Jess 
extent alse the northeast, which was opened up under Japanese 
influence only from the beginning of the century. Internal 
migration to these sparsely populated parts may afford some 
relief to the older, more settled, parts, but the process is slow 
and costly. Under the first five-year plan, it was proposed to 
survey 6.7 million hectares of wasteland, of which 2.52 million 
hectares were to be reclaimed by state farms or through’ 
organized resettlement by peasants, and by small-scale local 
projects, bringing the total arable area to 110.6 million hectares 
by 1957. This target is said, however, to have been exceeded 
by 1956, when the total arable area of the country is reported 
to have risen to 112 million hectares, as noted above. Of the 
4 million hectares added since 1952, half are reported to have 
been reclaimed between 1953 and 1955, the other half in 1956. 
The new land is largely located in the frontier provinces, parti- 
cularly Heilungkiang and Sinkiang. In 1956, 660,000 people 
were reported to have moved from the densely populated parts 
of the country and settled in sparsely populated provinces. 

Because of inflow of peasants to cities, the average rate of 
population growth is greater for urban than for rural areas. 
During 1953-1956, it appears to have reached 5.65 per cent a 
year in the former, as compared with |.72 per cent in the latter. 
As a result, the proportion of urban population in the total is 
estimated to have risen from 13.21 per cent of 1953 to 14.20 
per cent in 1956, representing an absolute increase in urban 
population of 11.5 million—from 77.7 million to 89.2 million. 

A rapid increase in urban population can be expected to 
accompany industrialization. Under China’s first five-year 
plan, employment in the fields affected by the plan was expected 
to rise by 4.22 million from the 1952 level to 25.24 million by 
1957. Under the proposed second five-year plan, a further 
increase in employment by 6.7 million is contemplated. Yet it 
would appear that the exodus of rural population to towns and 
cities has been: the result not only of the higher average per 
capita income and’ consumption in cities, but also of famine 
conditions in certain rural areas. This movement had assumed 
such proportions by 1954 that the Ministries of Interior and of 
Labour had to issue a joint directive in March to prevent the 
“blind influx of peasants into cities’, In mid-1955, the 
Government, on account of the food situation, found it necessary 
to send back the surplus population from cities to villages. In 
Shanghai, 558,000 persons are reported to have returhed to ~ 
villages in April-October 1955, In other cities, however, such 
as Tientsin and Peking, the Government's effort in subsequent 
years to persuade peasants to return to villages are reported to 
have failed, ‘‘since it is easier to find a livelihood in cities than 
in villages’. 

While reclamation of land and industrialization can be 
expected to bring some relief in the population pressure, their 
immediate effectiveness in the face of a rapidly rising popula- 
tion appears limited. A drive for reducing the rate of popula- 
tion growth was initiated in 1954 with the aim of alleviating 
the pressure of population. At the first session of the First 
National People’s Congress in September of that year, the 
subject of family limitation was broached by Deputy Shao Li- 
tzu, who pointed out that “it is a good thing to have a large 
population, but in an environment beset with difficulties, it 
appears that there should be a limit set’. Little immediate 
headway appears to have been made until 1956 when regula- 
tions governing sterilization of women were relaxed and a 
directive on the practice of contraception was issued by the 
Ministry of Health. In March 1957, the Minister of Health 


announced the abolition of the old prohibition of induced 
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abortion, which had made exceptions only for cases in which 
there was serious danger to health. In her opinion, “proper 
birth control and planned childbirth are legitimate demands”, 
except for the minority nationalities, whose population has been 
declining owing to prevalence of insanitary conditions and 
venereal diseases. Moreover, “trade unions, women’s federa- 
tions, Red Cross societies and Youth League organizations all 
have the responsibility for organizing and promoting this work 
of contraceptive guidance’. 

The proposals for the second five-year plan, as presented 
by Premier Chou En-lai on 16 September 1956 to the Eighth 
National Congress of the Chinese Communist Party, suggested 
“appropriate promotion of birth control’. 

The heavy pressure of population on land has at any rate 
increased the amount of non-financial capital formation, which 
has been carried out by various forms of underpaid surplus 
labour, such as surplus rural labour, “‘labour under custedy”’, 
and armed forces not engaged in active combat, working on 
labour-intensive projects including the construction of roads, 
railway roadbeds, bridges, levees and canals for flood control 
and irrigation; afforestation; land reclamation and so on. It 
has also facilitated the task of the Government in sending 
graduates from secondary and vocational schools as well as from 
colleges to participate in development projects in sparsely 
populated areas and in the villages. Recently, a programme 
was launched for the transfer of government and party per- 
sonnel to work in remote regions and other rural areas. This 
move was prompted by a sharp rise in investment in 1956 and 
by the need to bring the government budget allocations within 
manageable limits. It is, moreover, in line with the Govern- 
ment’s policy of supplying trained personnel to strengthen the 
agricultural collectives. 


SUMMARY AND CONCLUSIONS 

It has been observed that the major problems confronting 
mainland China hinge on the development of heavy industry and 
the control of inflationary pressure. The development of heavy 
industry has been achieved largely at the expense of the agricul- 
tural sector, and also by the forced saving of a much greater 
proportion of the increase in production than would normally 
be possible under other systems. The socialist transformation, 
both in the industrial and agricultural fields, is now more or less 
complete. The organization of over 100 million individual 
peasant households into about one million agricultural collectives 
has no doubt simplified the task of the State in controlling both 
the distribution and price of the marketable agricultural surplus. 
Inflationary pressure has been countered by the rigid control 
of prices and the rationing of essential consumer goods. The 
extensive resources required for development has been derived 
mainly from domestic sources, including not only from taxation, 
but also (and mainly) from profits of state enterprises, as well 
as from domestic bonds. While capital accumulation is 
estimated to have risen by 89 per cent between 1953 and 1956, 
consumption in the same period is estimated to have risen only 
by 33 per cent, and even this latter figure may be an over- 
estimate. It is also clear that the peasant’s average per capita 
consumption is much smaller than that of the industrial worker. 
This might stimulate a great influx of peasants into urban indus- 
try, thus accentuating problems of food supply and employment. 

The population pressure, as well as the related problem 
of unemployment and underemployment, is one of the most 
serious problems facing China. ~ While the first five-year plan 
made extensive use of labour for non-monetized capital forma- 
tion, it is doubtful whether this method can be used on a 
sufficiently large scale to solve the problem, since the annual 
increase in population is of the order of between 12 and 15 
million and since there is also widespread underemployment of 
the rural labour force. 

China has made significant progress in economic develop- 
ment, but only at the cost of heavy sacrifices on the part of the 
industrial worker, and especially of the peasant. Judgement 
must be postponed on the extent to which mainland China has 
proved, as yet, the postulate that economic development is not 
an end in itself—but only a means to an end, which is the 
improvement of living standards of the common people.. The 
process of economic growth is perhaps bound to throw a severe 
strain on one generation, For how long this rate of growth 
can be sustained remains to be seen. 


( End ) 
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THAILAND’S HISTORY 


The history of the Thai nation in Thailand begins with the 
foundation of the Kingdom of Sukhothai in the North. To- 
wards the middle of the XIII century, the Thai founded their 
first independent principality in the Menam basin. What is 
now Thailand was in remote times inhabited by Lavas and other 
tribes belonging to the Mon-Khmer family. From about the 
VI to XIII century A. D. it was ruled by different kingdoms. 
The first one ever known was the Dvaravati kingdom which 
grew up in central Thailand from the VI to XI century and set 
up an independent off-shoot at Lampoon in the North. Con- 
temporary with it was the kingdom of Sri Vijaya on the island 
of Sumatra which extended its power to what is now southern 
Thailand. Later on between the XI to the XIII century the 
Khmer empire in the East expanded its domination to central 
Thailand. 

The Thai were formerly in Yunan, a part of southern 
China where they had founded the powerful Kingdom of Nan- 
chao. They emigrated slowly into the fertile plains watered by 
the Menam and the Mekhong, but it was not until the middle of 
the XIII century that they rose to independence. In the North, 
Mengrai, a Thai prince, drove away the Mons from Lampoon 
and founded the city of Chieng Mai at the end of the XIII cen- 
tury. His contemporary and friend Ramkhamhaeng, another 
Thai prince, whose father Indraditya had waged successful wars 
against the Khmers and established his dynasty at Sukhothai, 
conquered the whole Menam valley and the Malay Peninsula as 
far as Ligor (Nakhon Sridhammaraj). This first hero of Thai 
history still lives in the memory of:the Thai under the name of 
Phra Ruang. After on century's brilliance, Sukhothai was 
eclipsed by a new dynasty, whose founder King U-thong, a 
former Governor of U-thong in central Thailand, established in 
1350 A.D. his capital at Ayudhya, on an island in the Menam 
Chao Phraya. 

The history of Ayudhya (1350-1767) can be divided into 
five periods. The first period, corresponding to the reign of 
King U-thong (1350-1369) and of his four immediate succes- 
sors, is that of the establishment of Ayudhya’s suzerainty. over 
the neighbouring Thai principalities. During the second period 
(1400-1533) the Kingdom of Ayudhya extended its territory 
by way of conquest or annexation especially in the North under 
King Baramatrailokanath (1443-1488). The third period 
(1533-1605) is that of the great wars caused by the fact that 
the conquests of the preceding years had brought the Kingdom 
of Ayudhya into contact with powerful neighbours, especially 
with the Burmese. The great hero of the period was King 
Naresuan (1590-1605 A.D.) who gave to Thailand the most 
extensive limits she ever reached. 

The fourth period covers practically the whole XVII 
century, and sees Thailand entering into relations with foreign 
nations. King Prasad Thong (1630-1655 A.D.) founded a 
new dynasty under which foreigners and particularly Europeans 
began to trade with Thailand and to establish factories in the 
country. The most famous of all kings of the dynasty was 
King Narai (1656-1688 A.D.) who took as councillor the 
Greek, Constantin Phaulkon, and exchanged embassies with the 
King of France, Louis XIV. 

The fifth and last period shows the decline of the Kingdom 
of Ayudhya; the capital was sacked and destroyed for the 
second time in 1767 A.D. Thereafter a general-from Dhonburi 
liberated Thailand and established his residence at Dhonburi, 
on the western bank of the river, opposite Bangkok. After a 
reign of several years, he was seized by religious delusions, and 
one of his generals became the founder of the present dynasty. 
On his return from a victorious campaign against Cambodia, 
this general of the Chakri family proclaimed himself as king 
in 1782 A.D. and established his residence on the Eastern bank 
of the Menam on the site of Bangkok of today. i 

The kings of the present Chakri dynasty were:—Il. King 
Rama | (1782-1809). 2. King Rama Il (1809-1824), a son 
of Rama I. 3. King Rama III (1824-1851), a son of Pama II. 
4. King Mongkut or Rama IV (1851-1868), a son of Rama Il. 
5. King Chulalongkorn or Rama V (1868-1910), a son of King 
Mongkut. 6. King Vajiravudh or Rama VI (1910-1925), a 
son of King Chulalongkorn. 7. King Prajadhipok or Rama VII, 
a son of King Chulalongkorn (1925-1934). 8. King Ananda 
Mahidol, grandson of King Chulalongkorn (1934-1946). 


King Bhumibol Aduldet, younger brother of King Ananda 
Mahidol, is the present reigning King. 


% % % 


The Thai received their religion, art, science and writing 
originally from India. Indian culture predominated throughout 
the Indo-Chinese peninsula for a long time, but became less 
important from the XIII century as the power of Islam grew in 
India. It happened that in the same century the Mongols 
invaded China, and subsequently the Mongol Emperor of China 
sent an ambassador to establish friendly relations with Thailand, 
in 1282 A.D., when Sukhothai was the capital of this country, 
and from that period Chinese culture began to enter Thailand. 
Having come down from southern China, the Thai had got in 
touch with Chinese culture before but were little attracted by it. 

Of all European nations, the Portuguese were the first to 
come to Thailand (with the exception of some adventurous 
travellers). It was in 1511 that they first came to establish 
friendly relations and obtained permission to trade. Thereafter 
a large number of Portuguese followed and settled in Ayudhya. 
The Portuguese brought to the Thai three things, namely, the 
art of making firearms, the way to use firearms in warfare, and 
the adoption of fortifications against firearms. Other European 
nations began to come to Thailand in the XVII century; the 
Dutch in 1604, and the English in 1612. The Spanish came in 
1621, but only traded at Mengui, on the western coast of Thai- 
land and did not come up to establish their factory in Ayudhya 
as did the Dutch and the English. The two latter nations are 
Protestant, and only came to trade, having nothing to do with 
religious propaganda. The Dutch brought the art of ship- 
building, while the English, a good many of whom entered the 
Thai Service as navigators of the King’s ships, taught navigation 
to the Thai at that period. Relations between Thailand and 
the Western nations, which had been severed by the fall of 
Ayudhya in 1767 A.D., began to revive during the reign of King 
Rama II, of Bangkok who ascended the throne in 1809. 


In this connection the Thai came to adopt the white clephant as the distinctive 
emblem of their national flag. The Thai ships used to fly a red flag, similar to the 
flag of the ships belonging to Malaya, It happened that King Rama II possessed three 
white elephants and acquired the Eastern honour of being ‘‘Lord of the White 
Elephant.’’ He ordered the figure of the white elephant within the wheel, which 
means the Royal Emblem, to be added to the red flag. Subsequently, when the 
Elephant Flag was adopted for merchant ships, the Royal emblem (that is the Whecl) 
was omitted, and only the figure of the white Elephant remained. The present 
national Thai flag came into being by order of King Vajiravudh during the first 
World War when Thailand joined the Allies. 


In 1818 a Portuguese governor of Macao sent an envoy to 
Thailand asking permission for his nation to trade and to con- 
struct ships in Bangkok. The request was readily granted by 
King Rama Il. At this period the French missionaries also came 
back. There was not a single Thai who could speak any 
European language, except some of Portuguese descent who still 
possessed a knowledge of their language. The French mission- 
aries were obliged to make themselves understood in Thai. 
Relations with the British were resumed in the year 1822. The 
British East India Company sent an envoy to the Court of King 
Rama II to propose a treaty of friendship and commerce. The 
negotiation met with great difficulty, because nobody in Bangkok 
possessed a knowledge of English. Whatever the envoy wanted 
to say he had to tell his interpreter, who translated into Malay 
to the Thai interpreter, who again translated it into Thai to 
the Minister. The answer was received in the same manner. 

The first treaty between Thailand and the British East India 
Company was made in 1825, and all difficulties between the 
two Governments were adjusted. That treaty was made in four 
languages, namely, Thai, English, Malay and Portuguese because 
neither the English nor the Thai understood the language of the 
other. That treaty brought British ships and traders to 
Thailand. 

American missionaries came to Thailand in 1818. They 
originally established stations in China. Having heard in that 
country that there were large numbers of Chinese settlers in 
Thailand, they sent two missionaries to Bangkok in order to 
teach Christianity to the Chinese. They came and asked per- 
mission of the Government, which was readily granted. They 
at first confined themselves to teaching the Chinese. The Thai 
at the period believed an American missionary to be only a 
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physician. The American missionaries are all called ‘“‘moh” 
down to thie day. When the American missionaries found that 
they met a friendly reception everywhere, they considered that 
Thailand was another wide ficld for their work, and they came 
to establish their stations in Thailand. American missionaries 
have introduced many beneficial things into Thailand, including 
the art of printing Thai letters. The printing plant was not 
invented by the Americans, but by an Englishman called Capt. 
(afterwards Col.) Low, who was commissioned by the East 
India Company to learn Thai. Low acquired both the speaking 
and the writing of Thai. He wrote a book on Thai grammar 
for Englishmen to learn Thai. He had the Thai characters 
made into printing type at Calcutta and brought the printing 
plant to Singapore. When the American missionaries acquired 
a knowledge of Thai enough to write a tract, they went down 
to Singapore to get it printed, and subsequently brought that 
plant up to Bangkok in 1836. American missionaries intro- 
duced vaccination for smallpox into Thailand in 1837. 

After Bangkok became the capital, trade between Thailand 
and China was carried on mostly by Chinese junks, some built 
and owned in Thailand and some in China. When the 
Europeans returned to trade at Bangkok from 1818 A.D. 
onwards their ships were so improved and superior to the 
Chinese junks that the Thai began to wish to adopt them. The 
first Thai boat built after the European fashion was presented 
to King Rama III in 1835. The King was so pleased with the 
success that he ordered all the Government vessels from that 
period to be built after the European fashion. At that time 
the King was restoring a temple, now just north of the Bangkok 
Dock. He was so convinced that European ships were bound 
to replace the Chinese junks that he ordered a model of a 
Chinese junk as a base of two stupas, saying that posterity who 
might not know what a Chinese junk looked like would be able 
to satisfy their curiosity at that temple. The model is still to 
be seen to this day at Wat Janawa in the South of Bangkok. 


% % * 


The most important event that influenced Thai thought 
about Western culture was the first Chinese war with England, 
which occurred in 1842. The might of China was crushed 
and the neighbours of China saw that China was weak and only 
bluffing. There were then three men in Thailand who were con- 
vinced that Western power and influence were to be increased 
in the future in this part of the world. The three men were 
King Mongkut or Rama IV who was then a Prince in the priest- 
hood, and his young full brother, who became Second King in 
the reign of King Mongkut, and also a young nobleman, who 
later became the Regent in the fifth reign. These men con- 
sidered that the Thai should begin to try and acquire knowledge 
about the Western peoples so as to be prepared for future 
eventualities. King Mongkut, who was already renowned as a 
Pali scholar, amd had learned Latin, began at once to learn 
English. His brother, being commander of the land forces, 


preferred to study military art, while the future Regent, already’ 


fascinated by the art of shipbuilding, continued to study build- 
ing ships of war and steamers more than languages. Besides 
the three men already mentioned, there were two other high 
ranking persons who studied medicine, engineering and 
chemistry. | But these two did not acquire a use of foreign 
languages. The five men mentioned. were the first pro-Europeans 
of the period. The future Regent went so far as to send a 
student to England in order to learn navigation. This student 
succeeded in obtaining a master's certificate and served in the 
reign of King Mongkut. 

In 1850 the British Government sent another envoy to 
Thailand to ask for a revision of the former treaty. It was the 
first occasion that communications were carried on in the 
English language. King Mongkut had then acquired sufficient 
knowledge of English to be of great use to his brother, but the 
negotiations broke down, and King Rama III then in very poor 
health, refused any revision. King Mongkut succeeded to the 
throne in 1851. During his 26 years in the priesthood he not 
only acquired a knowledge of foreign languages, but through 
his extensive pilgrimages, he came to possess a firsthand know- 
ledge of the condition of the country and of the people. When 
he came to the throne he at once discarded the obsolete policy 
of the former reign, and at the ceremony of his coronation he 
received foreigners in audience and abolished the custom which 
hitherto had required the people to close their doors and win- 
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dows whenever the King passed by. King Mongkut allowed all 
people to approach him and even to present to him personally 
their grievances. By such acts the King became popular with 
his own people and with foreigners. 

Early in his reign, the British Government appointed Sir 
John Bowring Governor of Hongkong, and empowered him to 
make a new treaty with Thailand. Sir John Bowring came to 
Thailand in 1854 and the treaty was soon concluded. Then 
followed the treaties with the American, the French, and the 
other European Governments, and Thai ambassadors were again 
sent to Europe after an interval of nearly 200 years. Sir John 
Bowring has written a book about, Thailand in which he referred 
to King Mongkut. as ‘the real and illustrious example of a 
successful devotion of the time and talent of a great Oriental 
Sovereign to the cultivation of the literature and the study of 
the philosophy of Western nations. But the fact is King 
Mongkut was far too advanced for his time, and that fact con- 
stituted no small handicap on himself and the few others who 
were pro-European with him. Few understood his policy, and 
when the country was newly opened up to foreign trade, there 
was much trouble. But the King never turned back or revoked 
his policy.” 

Many things and many works of Western origin introduced. 
during King Mongkut’s reign still remain to-day. He employed 
Europeans and Americans some as interpreters and translators, 
and some as instructors of the army, and police force, which 
the King began to model in the European fashion. Some were 
employed as navigators and engineere of the men-of-war and 
other steamers built during his reign. The use of the printing 
press, the mint, the substitution of the flat for the old bullet 
coins, the use of copper and tin cents instead of cowries, the 
Custom House, the buildings of European architecture, began 
in his reign: and“there were many things more. But it is 
curious that one important thing and one near the King’s heart, 
developed but slowly, viz. the progress made by Thai in learning 
European languages. There were large numbers of European 
settlers in Bangkok, and the Government had much to do with 
the foreign languages. This was due to the fact that only the 
missionaries taught such languages, and the parents were afraid 
of their children being converted to Christianity. King Mongkut 
himself had two sons before he entered the priesthood. Both 
of them were too old to learn, while his children, born after he 
came to the throne, were still too young. So the education of 
the Princes had to wait till 1852, when the elder children of 
King Mongkut, principally King Chulalongkorn, were of school 
age. Then he employed an English governess in the person of 
Anna Leonowens to teach them. But she did not remain long 
and it was King Chulalongkorn alone who acquired a good 
knowledge of English in his father’s time. 

King Mongkut died in 1868, and King Chulalongkorn suc- 
ceeded his father at the age of 16, so it was necessary to have 
The King was too old to go to school, so it was 
arranged that he should take a voyage to see for himself the 
administration of foreign countries. In 1871 he made his first 
journey to Singapore and Java, and by the end of that year he 
made another and more extensive voyage to India. No king 
of Thailand had ever left his country before. These two 
journeys of King Chulalongkorn proved to be of the utmost 
importance to Thailand. As a result of them, two schools were 
established in the palace: one for teaching English under an 
Englishman, another for teaching Thai. He ordered all his 
younger brothers to go to one or other of these schools. They 
subsequently ‘served in his Majesty's service and many rose to 
high and eminent place. One example was the late Prince 
Devawongse, who had the unique honour to be the first Thai 
Minister of State to know European languages. 

In 1873 King Chulalongkorn became of age, and before 
taking up the administration of the Kingdom he caused another 
coronation ceremony to be performed. King Chulalongkorn 
died in 1910 and was succeeded by his son, King Vajiravudh, 
who received his education in England, holding the honorary 
rank of General in the British Army. After a brilliant reign 
of 14 years King Vajiravudh died in 1925. As the King had 
no son, he was succeeded by his brother, King Prajadhipok, 
who was also educated in England. 

It was during the reign of King Prajadhipok on the 24th 
June, 1932; that the political regime in Thailand changed from 
an absolute Monarchy to a Constitutional Monarchy, with a 
written Constitution forming the basis of the Government of 
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FRENCH ENGINEERING ENTERPRISES IN CEYLON 


By E. C. Wijeyesekera 


As an introduction to the subject of this article, it is ap- 
propriate to make some mention of the first historical contacts 
between Ceylon and France. These contacts were made during 
the reign of Louis XIV. At that time, the Maritime Powers 
of Europe, the Portuguese, the Dutch, the English, and the 
French, were vitally interested in the trade of the East, with 
its spices and other valuable commodities. They had gradually 
chased the Arab traders from the Indian Ocean. The Por- 
tuguese, who were the first to reach the Indian Ocean, were 
being displaced by the Dutch. In turn the French and the 
English, with their East India Companies, were there, to be 
courted by the Sinhalese Kings. The King of Ceylon during 
this period was Rajasinha II and he was being harried by the 
Dutch. It was against this background that in 1667 Carron, 
the head of the French East India Co., wrote to Rajasinha 
suggesting that a treaty be negotiated between the two coun- 
tries. Accordingly, in March 1672, a French fleet arrived in 
Trincomalee Harbour. They landed troops and began to build 
a fortress, but due to a terrible outbreak of sickness among 
the French troops, the attempt to establish a settlement in 
Ceylon was not successful. 


Conquests of Recent Times 
The conquests by the French, which form the subject of 
this article, are, indeed, of a very different nature. It is a 
commentary on the achievement of French enterprise in the 
field of Engineering, in the post World War II period of Ceylon, 
following the independence she secured in 1948. 


Engineering Enterprise in Ceylon in the Past 

Under the British Colonial Administration, the engineering 
techniques adopted were scrupulously based on British practice. 
The major engineering projects were nearly always planned and 
executed by British Engineers, adopting British methods and 
there was, indeed, no room for the non-Britisher. The techni- 
ques adopted, it need hardly be said, were good in every way, 
though in the absence of competition, were conservative with 
an ample factor of safety. However, with the achievement of 
independence, the Ceylon Government turned to other indus- 
trially progressive countries as well, but by no means excluding 
Britain for engineering advice and services. The order of the 
day was to secure the best engineering talent in consultative 
services, and the most attractive offers on world-wide tenders 
for works to be executed on contract. In the most keen com- 
petition that followed, French Engineering interests have secured 
the lion's share. Some details of the works executed, or in 
hand, are described in the rest of this article. 


Development of the Port of Colombo 

One of the earliest of the major works for which world- 
wide tenders were invited, was the development of the Port 
of Colombo. Till recent times, facilities available were very 
limited in the Port of Colombo, which stands astride the main 
shipping routes from Suez to Australia, China and Japan. 
These limitations of the Port were acutely felt during the last 
war. The lessons learnt during that period of intensive activity 
were embodied in the Port Development plans prepared by 
Messrs. Coode and Partners of London, England, who were the 
Consulting Engineers to the Ceylon Government for this work 
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the country. After a reign of about 9 years King Prajadhipok 
abdicated in favour of his nephew Ananda Mahidol who was a 
very young boy at the time. King Ananda Mahidol died in 
Bangkok in 1946 under circumstances not yet fully discovered, 
and was succeeded by his brother King Bhumibol Aduldet who 
was educated in Switzerland. 

Thailand joined the League of Nations in 1919 and has 
become a member of the United Nations in 1946. She was the 
first nation in Asia to send a force according to the United 
Nations resolutions to Korea in 1953. Bangkok was chosen as 
the headquarters of the South-East Asia Collective Defense 
Treaty and it is the seat of many U.N. organisations. 


Worldwide tenders were called, and in the face of keen com- 
petition, the contract was awarded to Compagnie Industrielle 
de Travaux et Etablissement Billiard of 39 Rue Washington, 
Paris (8¢) for'Rs, 99,000,000. The work commenced in 1955 


and was completed in December 1956. 


The work carried out consisted of 10,500 lineal feet of 
deepwater quays, with depths alongside ranging from 30° feet 
to 36 feet to accommodate about 18 ships. These quays were 
provided with up-to-date transit sheds and warehouse accom- 
modation totalling 600,000 sq. feet. Each berth was equipped 
with modern transit sheds, served both by road and rail, to- 
gether with modern facilities such as rapid working quay 
cranes, versatile mobile cranes and modern cargo handling 
appliances. 


The work was carried out by a team of fifty Frenchmen, 
consisting of eight Engineers and forty-two other grades, in- 
cluding foremen, mechanics and divers were in constant em- 
ployment. 


In the post-war age of mechanisation in Civil Engineering 
work, the people of Ceylon, (except for a single other work 
of an earthern dam of a reservoir carried out by an American 
firm), saw in the work carried out by the Compagnie Indus- 
trielle de Travaux et Etablissement Billiard in the Port of 
Colombo, the efficiency and speed of modern methods of con- 
struction with cranes of various types, conveyors and the use 
of pneumatic plant. The French Engineers and technicians, 
with their talent for improvisation, it was evident, were not slow 
to appreciate that in a country, such as Ceylon with cheap 
labour, a happy means was possible between ‘‘machine inten- 
sive’ and “‘labour intensive’ methods. 


Water Supplies 

In the march towards better living conditions, in any 
country, a plentiful but pure supply of water is one of the 
foremost requirements. Ceylon, too, in the early years of her 
freedom, addressed her mind to this subject. In doing so, 
through a French Trade Delegation that arrived in Ceylon in 
February, 1953, the services of Société Eau et Assainissement, 
Rue Piccini, Paris 16¢., Consulting Engineers, were obtained 
to investigate and report on the water supply augmentation to 
Colombo and frame schemes for the more important towns of 
the Island. As a result of these investigations, this Firm, to- 
gether with their Associated Firm, la Société Socoman, 21, 
Boulevard Marcel Duclos, Algiers, were awarded a negotiated 
contract for the design and execution of the Kalatuwawa Water 
Supply Scheme in September 1954. La Société Socoman, by 
themselves, were also successful in securing a negotiated con- 
tract for the Scheme for water supply to the towns south of 
Colombo in March 1956. This scheme was also designed by 
Société Eau et Assainissement. 

e 


The Kalatuwawa Pipeline and Service Reservoir 


This work, which was undertaken jointly by Eau et 
Assainissement, in the design of the scheme, and by Socoman, 
in the construction of the work, consists of a 33-inch diameter 
pipeline from the storage reservoir at Kalatuwawa and a service 
reservoir at Dehiwela. The contract figure for the work was 
Rs. 22,000,000. The storage reservoir, with a masonary dam, 
had been constructed earlier by the Colombo Municipal Council. 
This reservoir, through its high level intake, supplies a part of 
the water to the existing supply mains from the original Main 
Reservoir at Labugama which has, since 1890, supplied water 
to Colombo, the capital of Ceylon. With the completion of the 
Kalatuwawa pipeline and the storage reservoir at Dehiwela and 
the short connection from the South Colombo distribution 
system, the Metropolis of Ceylon can be supplied with 
23,000,000 gallons of water a day. 


There were no particular features in the laying of ,the 
pipeline itself. The pipes and the special connections came 
from the well-known manufacturers, Société Pont-a-Mousson. 
Local difficulties, such as delays in land acquisition and ob- 
jections by the inhabitants to blasting operations of rock for 
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pipe laying created problems, which, however, were successfully 
tackled by the French Engineers in charge of the work. 


In design and construction of the service reservoir at 
Dehiwela with a capacity of 4,200,000 gallons, French techni- 
ques of reinforced concrete construction, which are universally 
held in high esteem, were much in evidence. The reservoir was 
the first of its kind constructed in Ceylon, with walls of vertical 
jack arches, only 4 inches thick with raked supports. By 
standards familiar in Ceylon, it was a bold design with great 
economy in material. 


In the early field investigations and design of the scheme, 
the manager of Société Socoman directed the work in Ceylon 
with a staff of French and Ceylonese Assistants and Surveyors. 
In the construction stage, the work continues with a staff of 
six French Engineers and thirteen French Foremen and skill- 
ed workmen, besides a number of Ceylonese Engineers and 
Foremen. The work is expected to be completed before the 


end of 1958. 


Towns South of Colombo Water Supply Scheme 


This scheme, as stated earlier, was designed by Eau et 


Assainissement. By negotiation, the contract for the execution 
of the scheme was entrusted to Société Socoman for Rs. 
26,500,000. 


This scheme is designed to supply 26 million gallons of 
water to Towns south of Colombo, namely, Kotte, Kolonnawa, 
Dehiwela, Mount Lavinia, Moratuwa and Panadura. In the 
first stage of the scheme, the supply is from the excess water 
from the Kalatuwawa Scheme, described above. In the second 
stage of the scheme, when the surplus water from Kalatuwawa 
ceases with increased demand from Colombo, a pumping 
scheme is to be introduced to draw water from the Kelani 
Ganga. This second stage does not form part of the present 
contract with Messrs. Socoman, but is now in the design stage 
with Société Eau et Assainissement. The present scheme un- 
der execution by Messrs. Socoman, consists of a supply main 
off the Kalatuwawa trunk main from the Dehiwela Service 
Reservoir and water towers in the various Urban Councils, 
pumping stations and distribution systems. 


There have been no great difficulties, so far, in the 
execution of the scheme. But.in a country like Ceylon, used 
to British Standards and Codes of Practice, problems in inter- 
pretation have naturally risen, but they are being settled to 
the mutual satisfaction of Ceylonese and French interests. 


Socoman, who, as stated earlier, jointly with the designers 
are carrying out the Kalatuwawa Pipeline Scheme with the or- 
ganisation already in existence, were at a great advantage in 
the execution of the scheme for the Towns south of Colombo. 

The work has now proceeded for about fifteen months and 
is likely to be completed by about 1959. 


Hydro-Power Potential of Ceylon 


Ceylon being a tropical island is subject to very heavy 
rainfall. Combined with this, is the mountainous nature of the 
centre of the country, thus lending itself to hydro-electric deve- 
lopment. This important asset of the country was well appre- 
ciated, many decades ago, and soon after the first 
World War, investigations were afoot, but progress in the 
development of the power potential was indeed slow. In 
the late ‘thirties, a start was made in the Norton-Laxapana 
Scheme, but due to various reasons, particularly, interference 
by the last World War, it was not until 1950 that the first 
stage of the scheme was finally completed, constructed partly 
with work done, directly by the Government Department con- 
cerned, and partly by contract. The materials used were 
largely British, The scheme itself, consisted of damming the 
Kehelgam Oya in a detention reservoir, in the Norton Valley, 
leading the water through a tunnel and dropping the water 
through a head of 1,500 feet, through three turbines at the 
Power House at Laxapana, generating 25 Megawatts of elec- 
tricity at peak load. 


Stage IIA of the Hydro-Electric Scheme 


In this stage of development, the scheme was to dam the 
same river six miles further upstream and regulate the flow 
of ‘water, most of which, till the completion of the new dam, 
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spills over the existing dam and goes to waste at present. By 
the storage thus provided, utilising the existing tunnel which 
was originally designed for taking twice the flow it is taking 
at present, and by duplication of the pipeline and enlargement 
of the Power House, the scheme, when completed, will gener- 
ate 25 Megawatts at peak load. 


World-wide tenders were invited in 1952, separately for 
the four different sections of Civil Engineering work, The 
Pipeline, The Mechanical and Electrical Plant, including in- 
stallation, and for The Primary Transmission Lines. 


Success of French Competitors 


Against very keen competition, the firm of Société des 
Forges et Ateliers du Creusot of Paris, France, secured the 
contract for the pipelines and the firm of Le Matériel Electrique 
S-W, Cours Albert, Ier, Paris, secured the contract for the 
mechanical and electrical plant and equipment. 


Contract for the Pipeline secured by Société des Forges 
et Ateliers du Creusot 


The work involved is for providing and installing two 
pipes of thirty-three inch diameter for a length of 5,000 feet 
on an average gradient of one in three, on a total drop of 
1,500 feet, together with the necessary connections, valves, etc., 
from the surge chamber to the two water wheels in the Power 


House. The contract sum for this work was Rs. 3,760,000. 


The pipes were manufactured in France in the Factory 
of this Company and were tested and passed before shipment. 
The joints, unlike in the existing pipeline of the spigot and 
socket type, were butt welded at the eite. Skilled welders and 
fitters from France were employed on this work, as local weld- 
ers with experience in this type of work were not available. 
The contract for the work was signed in March 1.955 and the 
work is practically completed now, some months before the 
completion contract date. 


Contract for the Mechanical and Electrical Plant and 
Equipment secured by Le Matériél Electrique S-W 


Though the contract was between the Ceylon Government 
and this Firm, the Compagnie Générale d’Entreprise Electrique 
of Paris were responsible for the entire switch gear and part 
of the transformers. The water wheels were to be supplied 
by the Associated Firm of Société des Forges et Ateliets du 
Creusot. 


The contract sum for this work was Rs. 24,500,000. The 
work involved consists of the supply and erection of two 
water wheels of the double jet type having a speed of 500 
r.p.m., against a maximum effective head of 1,474 feet at full 


load, and two 12,500 kW alternators to generate 3 phase 
50 cycle alternating current at 11,000 volts and 0.85 power 
factor. 


The contract also includes the supply and erection of the 
entire outdoor switch-gear at the generating station at Laxa- 
pana, and at the receiving station which is the terminal point 
of the double circuit 132 kV transmission line to Colombo. 
Société Le Matériel Ele¢trique, on the same contract, are also 
responsible of all work connected with four sub-stations at 
Nuwara Eliya, Badulla, Kurunegalla and Bolawatta. 


There are certain features in the work which are a de- 
parture from practices hitherto prevalent in Ceylon, such as 
the use of small oil-volume type circuit: breakers. Another 
novel feature was the introduction of a distance protection to 
the existing 66 kV transmission line from Laxapana to Colombo. 


Effects of French Engineering Contracts 


Now that the French Engineering interests have established 
themselves, there is little doubt that these contacts will con- 
tinue to be a permanent feature. Some new methods and a 
fresh outlook in the approach to engineering problems have, 
no doubt, been brought to bear on engineering problems, and 
this must stimulate the minds of Ceylonese Engineers them- 
selves to their advantage. Indirectly, but by no means a minor 
feature of the presence of larger numbers of Frenchmen, is 


the growing interest of the Ceylonese in the History and Culture 
of France. 
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Economic Reports from Manila 


The United States, through the International Cooperation 
Administration, turned to the Philippines a large hydraulic 
pipeline dredge for deepening harbors and river mouths. The 
$2,500,000 dredge gives assurance that the harbors and 
waterways of the Philippines will be not only preserved and 
protected but will also be deepened and improved so that the 
largest ships may enter and leave without danger or delay. 
The United States may give favorable consideration for four 
additional pieces of dredging equipment—a sea-going hopper 
dredge and three hydraulic cutter type dredges. 

Pres. Garcia told Commander Marcelino Calinawan's graft 
investigating team that he wants a quick reorganisation of the 
Customs Bureau so that the agency can again start functioning 
on a normal basis. He said he expected the group to be fair 
with the bureau’s employees but that he wanted Customs trans- 
formed into an efficient, graft-free and smooth working agency. 
Calinawan had reported to the President that he found evidence 
of collusion between traders and personnel of the Customs 
Bureau and the No-Dollar Import Office which had caused huge 
losses to the government. The probe into no-dollar imports 
continued to concentrate most heavily on coconut producers’ 
groups who used their copra barter permits for bringing in 
misdeclaréd consignmenta of non-essential goods—$3,000 
worth of toy balloons, for example, mis-labeled as chemical 
products. Over $10,000,000 worth of imports brought in 
through copra barter had been impounded by the investigators. 
The total was expected to reach $20,000,000 when the deals 
of two additional coconut producers’ groups were examined. 

The new Davao Airport was inaugurated by government 
and aviation officials headed by Pres. Garcia. The new airport 
is the third local air terminal outside Manila and Cebu capable 
of handling medium-sized transports such as Convair 340's and 
the Viscounts. The project is in line with the Civil Aeronautics 
administration airports and airways modernization and im- 
provement program launched three years ago. Work on the 
million peso airport started September 1956. It was built by 
a private firm headed by Victorio Ignacio at a cost of P830,000. 

Barter of 135,000 tons of Philippine refractory chrome ore 
for 30,000 tons of surplus rice from the U.S. received approval 
from the President though the Philippines will have to put out 
$2,000,000 in cash to have half of the rice, at least, shipped 
in American bottoms, as required by U.S. Public Law 480 
(the Surplus Commodities Disposal Act). The chrome ore 
will come from the Masinloc mines of Consolidated Mines, Inc. 
The deal was approved because, on account of the worldwide 
recession, the only way in which the mines can avoid shutting 
down is to barter the ore for American goods. 

The favorable price position for Philippine copra, brought 
on by the absence of recent copra shipments from Indonesia, 
may not last much longer. Shortage prices have often been 
asked and obtained-as buyers have made essential purchases, 
but in the background there remains the possibility that prices 
will again fall sharply when supplies flow from Indonesia. The 
supply position could break in the near future. Large stocks 
are building up in Celebes and other eastern Indonesian islands 
which remain untapped either by Singapore or overseas centers. 

Prime Minister Nobusuke Kishi confirmed that Japan is 
to build the multi-purpose Marikina dam for the Philippines, 
advancing around $50,000,000 as a loan for the purpose. The 
loan will be made as an advance on Japanese reparations pay- 
ments to the Philippines. Technical discussions have begun. 
Japan will not only provide cash but also technicians and raw 
materials. Construction is expected to take about four years. 
Funds will be advanced by Japan's Export-Import Bank. 

Ramie Textiles, Inc. announced its degumming and 
spinning buildings—located in the company's 22-hectare com- 
pound in Polo, Bulacan—will be completed in one month. 
Modern textile machinery will be installed shortly and pro- 
duction will start by November this year. The board of 
directors of Ramitex approved the issuance of P2 million worth 
of shares, to be sold at the original par value of P1.00 per 
share, payable in four installments. The purpose of the new 
issue, according to Juan T. Villanueva, executive vice-president 
and general manager, is to raise more capital to finance the 
weaving and finishing facilities which will complement the de- 
gumming and spinning departments. 


E. A. Godoy and Co. of New York has been signed by 
Liberty Chromite Mining Corp. of the Philippines as exclusive 
sales representatives on a world-wide basis for the mining com- 
pany’s chromite and manganese ore production. Excluded 
from the contract is the high-grade metallurgical chromite ore 
for the Japanese market, which at the present is being handled 
by Mitsubishi Shoji Kaisha of Tokyo. Liberty Chromite oper- 
ates chromite and manganese properties in Palawan and is 
developing chromite properties in Samar and Zambales pro- 
vinces. 

The committee in charge of finding means to develop the 
government's nickel deposits in Surigao decided to issue a call 
for new bids from private companies interested in exploiting 
the deposits. N.E.C. Chairman Jose Locsin, who is a member 
of the committee, said that the date for asking new bide has 
not yet been determined but that the committee would move 
slowly so as to avoid a repetition of last year's situation in 
which no bids were received. It is felt that the recently re- 
vised nickel law will attract offers from important foreign 
companies, since the terms for sharing profits with the Philip- 
pine Government have been considerably liberalized. 

The market for base metal shares in the Philippines 
received a sharp setback which some observers attribute to re- 
ports that Russia is dumping huge stocks of base metal ores, 
especially copper ores. The Soviet object, it is thought, is to 
disrupt the economies of metal producing countries in the Free 
World, such as the Philippines. But this is not true as the 
Russians probably need all the metal ore they have for their 
armaments industry and to fill the insistent demand of their 
people for more consumer goods, If Russia tries to undermine 
the world metal market, she will make enemies among countries 
such as those of South America which depend heavily on metal 
ore exports. 

Legaspi Oil Refinery Co. has begun construction of a 
coconut oil factory in barrio Rawis, Legaspi, Albay. Negotia- 
tions with the Central Bank are under way for foreign exchange 
to purchase machinery and equipment for the plant, which is 
scheduled to be in operation and producing oil for export in 
about six months. Company officials have not determined its 
exact capacity but say that its electric power requirements will 
be around 5,000,000 kw a year. The same firm plans to 
establish about seven similar plants in other strategic copra 
provinces in the country. ; 

Agriculture Secretary Rodriguez signed two oil exploration 
concessions in favor of Baguio Gold Mining Co. The area 
consists of 153,219 hectares (383,047 acres), located in 
Camarines Sur province. 

A preliminary estimate of the 1958-59 sugar crop in the 
Philippines is that production will reach a total of 1,289,018 
short tons. This compares with an estimated total for the 
1957-58 crop of 1,313081 short tons. Prospects are good that 
the Philippines will be able to meet its quota to the United 
States this year. Current shipments are running about 40,000 
short tons ahead of the rate needed to fill the U.S. allocation. 

The National Economic Council adopted a formal policy 
resolution granting preferential treatment to project proposals 
and dollar requests submitted by Filipino capital. This resolu- 
tion would give Filipinos first call on investment opportunities 
under consideration. However, recognizing the country’s need 
for foreign capital, the resolution states that due recognition 
shall be accorded joint venture enterprises in which Filipino 
participation is or eventually will be at least 60%. The un- 
animous resolution will be binding on the Central Bank. 

The NEC endorsed the proposal of the Shell Oil Co. to 
build a $25,000,000 refinery in the Philippines but warned the 
company that there might be certain ‘barriers to profitable 
operations because of provisions of the Petroleum Act and 
parity rights enjoyed in the Philippines by competing American 
oil companies. 

The Council announced that its newly-formulated policy of 
preferential treatment of Filipino capital would ensure approval 
of another refinery proposal previously submitted by Philippine 
Investment-Management Consultants, Inc. in partnership with 
Gulf Oil. 

The Central Bank Monetany Board rejected the idea of a 
multiple currency reserve for the Philippines, asserting that 
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exhaustive studies have shown that such a system at the present 
time would be impractical. Finance Secretary Jaime Hernan- 
dez, presiding officer of the board, declares that it would be 
unwise to build up reserves in any currency other than the U.S. 
dollar. 

The Philippine Bankers Association urged drastic re- 
duction in the import activities of the government's National 
Marketing Corporation and curtailment of all ricé imports out- 
side of those from the United States which do not involve the 
outlay of dollars. 

The Cabinet approved a new set of regulations for Philip- 
pine barter trade under Republic Act 1410. Salient points of 
the new rules are: |. Only bona fide producers’ cooperatives 


or producers’ associations may engage in barter. 2. Only 
straight, and not triangular, barter will be allowed. 3. No 
barter with free ports or communist countries. 4. Products 


under quota, as listed in the Laurel-Langley Agreement with 
the United States, or those having preferential tariff rates in 
the United States, may be bartered to the extent that they ex- 
ceed the quotas or cannot be sold profitably in the U.S. market 
at current prices. This ruling, however, does not apply to 
sugar, where Philippine domestic requirements must be fully 
met before barter would be approved. 5. Commodities import- 
ed under barter must be imported in the name of the producer- 
exporter and shall be subject to the corresponding taxes and 
duties. 6. In no case shall commodities banned from import, 
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products designated as unclassified items by the Central Bank, 
or products in violation of the anti-dumping law be allowed for 
barter import. 7. Collateral imports which may be brought 
in from any country by the same producer-importer shall be 
composed of at least 70% machinery, equipment, and/or 
essential commodities; 20% semi-essentials; and 10% non- 
essentials. 8. All barter agreements shall be covered by non- 
negotiable back-to-back letters of credit under rules customarily- 
prescribed for such transactions by the Central Bank, except that 
in the case of machinery and heavy equipment, the excess in 
value of exports over imports or vice-versa shall not vary by 
more than 10% during any 60-day period of time. 


The idea of the Philippines opening trade with Red China 
is preposterous, Pres. Garcia declared. He made the statement 
after the subject had been brought to the fore again by Manila 
Vice-Mayor Jesus Roces on Roces’ return from a visit to the 
Chinese mainland. The Manila official, who got very meager 
support from any other Filipino on his junket to the Red 
Chinese area, had said that it would benefit the Philippines to 
trade with the Chinese Communists. He said their regime had 
made considerable progress, though he admitted it had been 
achieved at the expense of individual liberties. Pres. Garcia 
declared that there are many possibilities for trade with free 
nations and until these’ possibilities are exhausted, the Philip- 
pines should not even think of doing business with countries 
“with ideologies we don't believe in.” 
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Pres. Garcia repeated that he would not agree to de- 
valuation of the Philippine peso. He said he favored gradual 
decontrol of currency and importa but denied that this would 
necessarily lead to devaluation, which he said would hit wage 
earners so hard they would need three or four times their 
present wages to survive. Devaluation would benefit only 
about 6,000 people in the Philippines, he said. He did not 
identify the 6,000 but was obviously referring to the large 
producers. 


Private American banks have agreed or are expected to 
agree to give the Philippines short-term credits totalling about 
$79,000,000 to finance its essential raw materials imports. 
Agreement has been reached with five New York banks and the 
West Coast Bank of America. Short-term financing wil! not 
bridge the gaps in Philippine foreign trade earnings and pay- 
ments. It is especially inadequate to cover the raw materials 
requirements of proposed new or expanded industries. The 
commercial bank credits on each trade transaction will be re- 
stricted to 90 days, with one 90-day extensivn permitted. This 
is a limitation imposed by the U.S. Federal Reserve regulations. 
Dollar obligations of a Philippine importer will be advanced by 
one of the U.S. banks for this period as acceptances on regular 
letters of credit, with reimbursement to be made in dollars 
by the Philippine Central Bank. 


Gov. Miguel Cuaderno and two other Philippine finance 
officials will explore with Japan the idea of putting Philippine- 
Japanese trade on a yen-peso basis. At present the trade is 
conducted in dollars and is therefore subject to considerable 
restriction because of exchange difficulties. Both countries 
need to develop nearby markets and ease their dollar problems. 
Their economies are complementary, with Japan exporting 
manufactured goods and the Philippines raw materials. They 
have a common disadvantage in competition with nations 
enjoying British empire preference. Philippine-Japan trade is 
expanding, but there is a potential for a much bigger volume. 

Revenue receipts of the national government fell consider- 
ably short of estimates in the period from July 1, 1957, to May 
31, 1958, according to the Bureau of Internal Revenue. Re- 
ceipts for the period had been estimated at P457,017,100 but 
actual collections came to P425,583,885, representing a shori- 
age of P31,433,215. Import taxes, estimated at P94,636,000, 
came to only P81,866,786. Corporate income taxes were 
estimated at P93,200,000 but collections were only P88,957,325. 
These deficiencies offset gains in individual income tax and 
revenue from licenses. 


The new P2,000,000 Republic Flour Mill, which will begin 
operating in October at Pasig, Rizal, with an annual capacity 
of two and a half million 50-lb. bags of flour, will use high 
protein premium hard wheat from Manitoba and U.S. dark 
northern spring wheat. This was announced by Dr. Salvador 
Araneta, president of the firm. He said this combination would 
insure flour of consistent high quality. The flour will also be 
vitamin-enriched, in accordance with U.S. and Canadian stan- 
dards. A contract for the vitamin mixture has been signed 
with Merck, Sharp and Dohme. The machinery for the mill 
was purchased from Thomas Robinson & Sons, Ltd., Rochdale, 
England. The plant will not only be the first flour mill in the 
Philippines but one of the most modern in the world. ‘Five 
foreign technicians who will supervise its operations at first 
will later give way to their Filipino undersiudies. 


A new coffee processing plant will be set up in Cavite 
province with machinery from the United States supplied 
through I.C.A. to the Philippine Agricultural Credit and Co- 
operative Financing Administration. The plant will be built 
in Amadeo on a site _provided by the local coffee growers, 
whose annual production is now running to a value of 
P18,500,000. Additional plants of the type are contemplated 
for other coffee growing axeas of the country. 


Jose de los Reyes, Philippine commercial attache in San 
Francisco, stated that since May there has been a growing 
tendency on the part of American plywood importers to switch 
their purchases from Japan to the Philippines. The trend will 
continue as long as Philippine prices are competitive, deliveries 
reliable, and quality of Philippine products—especially maho- 
gany, mouldings and door jambs—is maintained at a level equal 
or superior to the Japanese counterpart products. 
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San Jose Oil Mining Co. has so far offered the highest bid 
for the lease of 100,000 hectares (250,000 acres) from the 
national petroleum reserve. The area, which was thrown open 
to public bidding, consists of a choice block jn Central Luzon 
valley which measures about 15 miles wide and 24 miles long. 
It is bounded on the south by Manila Bay and extends north as 
far as San Fernando, Pampanga. Results of the open public 
bidding showed that San Jose tendered a bid of P130,000 in 
cash bonus, or at the rate of P1.30 per hectare for the area. 
The auctioned secticn lies in the area where San Jose already 
has oil concessions and where the company has concentrated 
its exploration on survey work. Other bidders were Republic 
Resources and Development Corp., Anglo Philippine Oil Co., 
Maremco Oil Co. and Philex Oil Development, Inc. 


American Asiatic Oil Corp. does not intend to issue more 
shares of stock in the near future. The only issues the com- 
pany has made are those sold to the original stockholders and 
the issue now being sold to the public. American Asiatic has 
increased its authorized capital from P2 million to P5 million. 
Offered to the public were P3,250,000 worth of shares, of 
which P1,650,000 represents the additional increased authorized 
capital and P1!,600,000 from the original authorized capital. 
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Hongkong 
Notes and 


Reports 


Cotton Talks 


Last Friday, the Hongkong Textile Negotiating Committee 
and the United Kingdom Cotton Industry Delegation finally 
reached an understanding on the subject of a voluntary ceiling 
on the export of Hongkong made grey cloth to the United 
Kingdom. The deadlock was broken only after the Hongkong 
Government had intervened and both sides had adopted a give- 
and-take approach to the difficulties which confronted them. 


The Deadlock 


On Monday, September 29th, the United Kingdom delega- 
tion submitted fresh proposals to the HK committee. It was 
learned that the new move came after telegrams had been 
received over the week-end from London in which the Cotton 
Board representatives were requested to do their utmost to break 
the deadlock. The UK delegation therefore worked out a new 
formula in which they cited 1958 exports as a basis including 
made-up garments as well as grey cloth. 


The next day, Tuesday, September 30th, the new proposals 
presented by the UK delegation were discussed by members of 
the Hongkong delegation. The proposals remained a secret 
between the negotiators, but they appeared to raise some 
technical points the significance or implications of which HK 
manufacturers were not too clear. In a brief meeting with the 
representatives from the Cotton Board, local negotiators asked 
for more information regarding the fresh proposals. The 
Board delegation’s answer was not made known. HK repre- 
sentatives then requested the Director of Commerce and 
Industry, Mr. H. A. Angus, to clarify some technical issues 
which arose from the new proposals. Details were not known 
but it was learned that,Mr. Angus was asked: “If an agreed 
textile exports quota is reached, how does HK Government pro- 
pose to control it and has Government considered future foreign 
competition of textiles in local markets should an agreement be 
reached with Lancashire?’’ Mr. Angus's answers were not 
revealed. 


The HK negotiators spent the whole day on Wednesday, 
October Ist, debating the new proposals of the Cotton Board 
delegation without reaching any agreement among themselves. 
According to the brief official communique, the committee dis- 
cussed questions arising out of a possible ceiling on shipments 
of loom state grey cloth to the United Kingdom. The com- 
munique added the information that a letter had been addressed 
to the Cotton Board representatives asking for further particu- 
lars. The South China Morning Post pointed out that this 
statement disguises two important obstacles: (|) that dissensions 
exist in the HK camp as to whether or not negetiations should 
be indulged in beyond those concerning grey cloth; (2) that 
the revised proposals by the Cotton Board delegation still insist 
that there should be a ceiling limit on the exports of HK piece- 
goods including grey, bleached, dyed, printed and other types 
of finished cotton cloth. 


Hongkong Government's Participation 


On Thursday, October 2nd, HK Government intervened to 
avert a complete breakdown of the talks. Speaking for the 
Governor, Mr. A. G. Clarke, the Financial Secretary, assured 
local industrialists that Government was fully aware of the 
importance of the negotiations to the industries involved and 
to the Colony as a whole. Government was prepared to do 
everything in its power to asgist the negotiations and would 
agree to play a full part in the interest of the HK industries in 
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implementing any agreement which might be reached. Accord- 
ing to the Hongkong Standard’s report, Government agreed (1) 
to try to place restrictions on imports of cotton yarn and grey 
cloth from India and Pakistan once an agreement is reached 
with Lancashire; (2) to place restrictions on any increase in 
looms and spindles here and to assume some responsibility in 
administering any quota agreed upon by Lancashire and HK 
representatives; (3) to defend local industries should other coun- 
tries follow suit and impose any restrictions on imports of HK 
products, 


United Kingdom Government’s Policy 


The United Kingdom Government's overall Commonwealth 
trade policy remains unchanged. According to Sir David 
Eccles, President of the Board of Trade, UK Government is 
determined to preserve the preference system and that no quotas 
will be imposed on Commonwealth imports except for urgent 
balance of payments reasons. Sir David, however, pointed out 
that where special difficulties arose because such imports 
threatened to disrupt established industries, the industries con- 
cerned should consult together and agree upon the orderly 
evolution of such trade. On October 2nd in UK, Mr. Harold 
Wilson, Labour's prospective Chancellor of the Exchequer, stated 
that the Party Executive would like to see a voluntary settlement 
emerge from the talks now being conducted in Hongkong and 
that if it could not be done, the problem must be solved by 
nationalisation of the business of importing cotton goods. The 
Labour Party Executive, however, did not consider restrictive 
quotas as the way to deal with the problem. 


Public Opinion 


Commenting on the failure of the cotton talks during the 
first week, the Hongkong Standard said: ‘In reviewing the 
failure of the textiles negotiations, one cannot escape noticing 
several, major points which made it almost inevitable for the 
talks to break down. The first of these points is the fact that 
the Lancashire Cotton Board never made clear at any time to 
Hongkong before the three-man delegation arrived here that it 
was irrevocably committed to the policy of reaching an overall 
agreement on all three categories of cotton products—grey 
cloth, finished and printed goods and made-up garments. There 
were,-to-be sure, various inplied intimations that the Cotton 
Board desired an all-inclusive quota covering all three categories. 
But there was never a clearcut statement communicated directly 
and officially to Hongkong that the stand of the Lancashire 
delegation would be for either an overall quota or no agreement 
at all. 


“If Hongkong had known the uncompromising stand of 
Lancashire, it could have made preparations. There could have 
been a preliminary exploration of the attitudes of the garment 
and finishing industries. There could have been private dis- 
cussions among the leaders of the local textile industry to see 
if some. satisfactory solution could be worked out. If no solu- 
tion appeared immediately possible, the Lancashire Cotton 
Board could have been advised not to send a negotiating team 
until Hongkong’s textile industry had succeeded in finding a 
satisfactory formula. As it was, representatives of the garment 
and finishing industries were suddenly confronted with solid 
demands for a quota when the Lancashire delegation first met 
the local negotiating committee. There was no time for either 
a mental or a physical preparation; there was no opportunity 
for a thorough study of the question. The harsh choice which 
faced the Hongkong textile industry was this: either sign an 
overall quota or Lancashire would break up the conference, 
leaving Hongkong to face whatever consequence that might 
result. It must strike all fair-minded persons that this could 
hardly be considered as a commendable way of conducting a 
negotiation. The garment and the finishing industries are 
businesses with heavy commitments in investment and employing 
a large number of workers. In all fairness, they must be given 
time to study and work out the quota problem. When they 
were suddenly confronted with what amounted to an ultimatum, 
it was only natural and human that their first reaction would 
be one of stiff resistance. 


“The second major point which virtually predestined the 
cotton talks to a breakdown was the failure of the Lancashire 
Cotton Board to apprise the Hongkong textile industry of the 
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nature and contents of the agreements with India and Pakistan 
until the local conference started. Unless Lancashire was 
thinking that it could catch the Hongkong negotiators off 
balance by a technique of surprise, one cannot find a logical 
and acceptable reason to justify the Cotton Board's action in 
keeping the India-Pakistan agreement a secret to the Colony’s 
textile industry. There was, to be sure, some kind of commit- 
ment made by the Cotton Board to the Indian and Pakistani 
delegations to keep the quota agreements confidential. That 
was at least the reason given by Lancashire. But since the 
terms of the agreements had to be communicated sooner or later 
to the Hongkong industry, why were they withheld until the 
last minute—until the conference in ‘the Colony opened? This 
failure to take the Hongkong industry into the confidence led 
to two undesirable results: first, it gave the Hongkong negotia- 
tors no time to study the Indian-Pakistani agreements in relation 
to the Colony’s own quota problems; second, it caused the feel- 
ing that Lancashire was relying on an element of surprise and 
was not ready to deal with Hongkong. in a frank and open 
manner. 

“The third point which caused the local quota talks to fail 
was the fact that before the Lancashire delegation arrived, its 
hands were tied by the Indian-Pakistani agreements, the validity 
of which were made conditional upon Hongkong’s acceptance 
of the same type of agreements. This was an unwise and 
unnecessary move. Hongkong had made it clear in official 
statements and communications repeatedly that its quota 
problems, in view of the different circumstances of our colonial 
status and our customs free system, should be considered 
separately from India and Pakistan. Despite our repeated in- 
sistence on this point, agreements were .made with India and 
Pakistan, inter-related with Hongkong’s quota arrangements. 
Such conditional agreements served no purpose except to chain 
Lancashire down and make the Pakistani-Indian agreements 
worthless unless Hongkong could also be persuaded to sign a 
parallel quota deal. The net result of this inter-dependent 
approach is that Hongkong would again have to bear the onus 
for upsetting the Pakistani-Indian agreements. 


“The fourth point which caused the breakdown was the 
Cotton Board's failure to make a clearcut declaration to Hong- 
kong that Lancashire would not endorse either the memorandum 
to Sir Frank Lee and the official statements he made to the local 
delegation when he was here in March. In his own statement, 
Sir Frank Lee clearly said that the proposed quota system would 
only apply to cotton piecegoods and would specifically exclude 
made-up garments and, gloves. In the memorandum to Sir 
Frank Lee the local delegation had stated that it was only pre- 
pared to discuss a quota system on grey cloth. The memoran- 
dum and Sir Frank Lee's official statements were made available 
to the Cotton Board. Furthermore, in numerous communications 
with the Cotton Board, Hongkong’s position was made clear 
time and again. But until Lord Rochdale’s group arrived, the 
Cotton Board had never rejected either the memorandum or 
Sir Frank Lee's statement. Consequently, while Hongkong was 
aware of Lancashire's desire to get a quota covering as wide a 
range of cotton goods as possible, it never realised that the 
preliminary understanding with Sir Frank Lee would be rejected 
out of hand by Lord Rochdale’s mission. 


“Actually, a quota on grey cloth could have been satisfac- 
torily negotiated if the Cotton Board delegation were really 
sincere in its declaration that it wanted the textiles conference 
here to succeed. An understanding on grey cloth would have 
paved the way to discussions on other items. This procedure 
of tackling the problems of a quota on grey cloth, finished goods 
and made-up garments, one by one, is both logical and reason- 
able. The conference might have taken a longer period, but 
it would have brought results step by step. Instead, the Cotton 
Board delegation was determined to build Rome in one day. 
This was tantamount to asking for a custom-built miracle; it was 
tantamount to courting for a failure. Hongkong regrets that 
Lord Rochdale and his party have to return to London with 
neither a miracle nor a quota. But since Lancashire courted 
for a failure, it got what it asked and deserved. It has no one 
to blame but itself.” 


In another editorial published on Friday, October 3rd, 
however, the Standard opined: “‘The new crisis confronting 
the textile quota negotiations reminds the Hongkong public once 
again that the total interest of the Colony as a whole is at stake 
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and that no single sectional group is entitled to sell this city 
short. In order to break the present deadlock, it is important 
for the- Negotiating Committee, representing Hongkong, to 
explore every reasonable and equitable proposition so that Lord 
Rochdale’s Cotton Board delegation will not return to Lancashire 
under the impression that we have been merely obstinate. But 
this does not mean we are obliged to cut our industrial jugular 
vein for the sole purpose of proving that we are good boys. 


“From the very beginning of the textile negotiations, Hong- 
kong has made it clear that it is prepared to discuss grey cloth 
quotas with the Lancashire Board. This should still be the 
basis of our approach: a step-by-step solution of the quota 
problem. Once the grey cloth limitation has been settled, 
Hongkong and Lancashire may then proceed to probe the 
questions of made-up garments and finished piecegoods. This 
is a sensible and practical approach, and it is likely to make 
headway especially when the quota for each category is clearly 
defined. In evaluating what is exactly Hongkong’s total interest, 
it is important to remember that this city is built on free enter- 
prise, free competition and the system of Commonwealth trade. 
Unless there are other over-riding factors, it will hardly be in 
Hongkong’s interest to bargain away any of these basic things 
for any temporary expediencies. 

“Hard and cold realities will have to be faced by Hongkong 


unflinchingly. We must realise that we are a Colony and 
therefore subject to the decrees from London. We must know 


that the Lancashire Cotton Board is a powerful political 
force in England, with immense resources which, through 
propaganda and influence, may affect government policies. 


Under these circumstances, it may be the better part 
of valour for us to surrender a little bit of what we have 
always believed to be our inalienable right of economic freedom 
and survival. If this is the case, Hongkong may perhaps be 
persuaded by insurmountable pressure to doa little and die a 
little, but it must be told the reason why. If the reason why is 
political expediency, then Hongkong should be told. If Hong- 
kong must concede, it must be allowed to concede honourably 
and in full knowledge of the reasons motivating such concessions. 
Hongkong is primarily a business community and it knows the 
values of bargains, deals and concessions. Consequently, if and 
wnen a bargain is finally made on a textile quota, the ultimate 
aad inevitable question will be: what's Hongkong getting out 
of it?” 


The South China Morning Post commented on Friday: 
“The natural result of this all or nothing demand was to produce 
a stalemate in the discussions; it also sharpened misgivings 
among our textile leaders concerning the Lancashire delegates’ 
willingness to enter on give-and-take negotiations. The feeling 
was aroused that British textile interests intended to dragoon 
Hongkong into applying export restrictions. In the circum- 
stances certain elements within and without the Hongkong 
negotiating committee. developed an antagonism towards quota 
proposals generally, which, unfortunately, has by no means been 
dissipated by the Lancashire delegates’ modified offer. 


“Hongkong’s chagrin over the original Cotton Board pro- 
posals was’ justified; the present attitude of some of our textile 
interests is not so worthy. The Colony does not stand to gain 
anything in the short-cut by reaching a voluntary quota agree- 
ment, but the more important consideration is whether, in the 
long-run, it exposes itself to even more severe handicaps if it 
refuses to be accommodating. That may well be. Failure of 
the negotiations might irresistibly force the present British 
Government to apply measures which it abhors. Our textile 
industrialists dare not ignore the political influences which can 
be heavily brought to bear against their interests in the event of 
the Cotton Board mission being sent away empty-handed. That 
the negotiations have virtually made no headway is no longer 
the fault of the visiting delegates, but must be attributed to the 
intransigence of some of our textile leaders who are seeking 
solely to protect sectional interests at the expense of more 
important considerations. 


“As we understand it, the amended formula which the 
Cotton Board delegates have submitted is not unreasonable. 
Certainly it should give no cause for worry to the made-up 
garments section of our textile industry, and opposition on its 
part to the proposals is without merit. Lack of enthusiasm for 
the scheme by the cloth producers can be appreciated and they 
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are entitled to require some safeguards in view of the fact it is 
they who are expected to make the principal concessions. They, 
and other sections of the industry, however, can surely derive 
comfort and encouragement from: Government's promise to 
assist in every possible way in the negotiations. The assurance, 
and its implications, are warmly welcomed. Government's 
intervention at the request of the Hongkong negotiating com- 
mittee should remove apprehensions felt by the textile industry 
about the practical working problems associated with a quota 
agreement. Clearly efficient machinery is needed to ensure 
that an exports restriction scheme operates fairly as well as 
smoothly, and Government would appear to be the best agency 
for that particular job. Nevertheless the most urgent need of 
the moment is for some of our textile leaders to concentrate less 
on their sectional interests and more on what is best for the 
Colony generally. Hongkong’s good name has now become 
involved, and it will suffer grievously if the negotiations fail 
because of a minority of intransigents, blinded to realities by the 
prospect of short-term gains if they hold out against an agree- 
ment otherwise acceptable to both sides. It is also proper to 
remind the Lancashire delegation that it is expected to be a 
partner to an arrangement that will not cripple the Colony’s vital 
textile industry.” 


Mutual Concessions 


Both sides were therefore aware of the situation, the public 
opinion and the inevitable consequences of the current talks if 
no results were reached when they went into the conference 
room on Friday afternoon. Mutual concessions were made 
during the meeting which lasted for two hours. Lancashire's 
wish was to limit retained imports on grey cloth to a maximum 
74 million square yards while HK cloth manufacturers wanted 
100 million square yards. The quota was not reached on 
Friday but it was believed that the matter could be finalised this 
week. 


On Saturday, October 4th, a section of the Hongkong Nego- 
tiating Committee representing the finishing industry held a 
meeting with the Cotton Board delegation on the question of 
the export of finished piece-goods from Hongkong to the United 
Kingdom. The talks, according to an official statement, were 
“exploratory and of a ‘“‘technical nature.” Little progress 
was made and no decision reached. 


All Was Quiet On Oct. 1 


All was quiet in Hongkong last Wednesday, October I, 
1958, the ninth anniversary of the People’s Republic of China. 
People went about their business as usual while local com- 
munists and their sympathisers held celebrations of the 
anniversary in a number of large Chinese restaurants. The 
main event was a 5-hour mass meeting held at Kam Ling 
Restaurant attended by about 5,000 people. The theme of the 
speeches made by representatives of the Chinese Chamber of 
Commerce, the Chinese Reform Association, motion picture 
studios, newspapers, schools and other groups was the 
‘liberation’ of Taiwan and the ‘big leap forward’ in China's 
industrial and agricultural output. 


Decorations erected, almost entirely by communist 
organizations, were not more in number than last year. The 
Hongkong Standard reported that there were a total of 1,043 
cloth. and 287 paper five-star flags in Hongkong, Kowloon and 
the New Territories. At the office of the China National 
Aviation Corporation in Gloucester Building, an exhibition of 
photographs of China's achievements in industry and agricul- 
ture was held and a miniature products display was set up in 
the show windows. 


The Hongkong Police Force were fully mobilised to deal 
with possible disturbances. The Army also stood by. for 
emergency. Small police detachments were stationed at 
strategic points over the Colony and police units patrolled the 
streets throughout the day. The inhabitants were placid and 
the day passed without any disturbance between rival political 


elements. 
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Tourist Trade 


Major H. F. Stanley, executive director of the Hongkong 
Tourist Association, last week estimated that Hongkong’s 
earnings from American tourists in 1955 was US$4,000,000. 
The 1957 figure jumped to US$9,000,006. The number of 
tourists to Hongkong was definitely increasing, he said. 
Although Hongkong is a latecomer in tourism, as far as 
government help is concerned, we are still ahead of the 
Philippines, Thailand and even Singapore. However, there 
exist. two items of negative publicity in the US and Canada, 
with the first being an association between Hongkong and Red 
China, illustrated-by the numerous letters addressed as Hong- 
kong China, and the second being the naming of Hongkong as 
the tailor shop of the Pacific. 


“American people will no doubt be discouraged to come 
to the Colony if they think it is associated with Red China 
and because of the consideration of the Colony as only a tailor 
shop, tourists on the average spend only two and a half days 
here in the past. Besides, a dress made in 24 hours cannot 
be a good one, under any circumstances.” 


Major Stanley urged that Hongkong should provide better 
reception at airport or shipyard and hotels, more buses, bigger 
taxis and better room service. Hongkong must also abolish 
unreasonable guide commission and pressure solicitation by 
guides especially at the airport. 


The m.yv. Kanimbla 


The 11,004-ton m.v. “‘Kanimbla’” owned by Messrs. 
Mcllwraith McEacharn Ltd. of Melbourne and commanded by 
Captain J. S. McBryde arrived here on Oct. 6th from Sydney. 
She carried 303 passengers and 169 crew members and made 
the “voyage to Hongkong via Rabaul, Yokohama and Kobe. 
She will return via Madang to Sydney, where she will arrive 
on October 22nd. The ‘‘Kanimbla’’ is normally employed on 
the Australian coastal passenger and cargo trade and the 
vessel's local agents, the Hongkong and Eastern Shipping Co., 
Ltd., advise that this is the first Far Eastern cruise undertaken 
by this vessel. It is planned that the ‘‘Kanimbla’ will make 
similar cruises twice a year. 


The ‘“‘Kanimbla” derived her name from the Kanimbla 
Valley in the Blue Mountains, The vessel was built in 1936 
and is propelled by two Burmeister and Wain diesel engines. 
In September 1939, the ‘“‘Kanimbla’’ was requisitioned by the 
Royal Navy and converted to an armed Merchant Cruiser. 
Commissioned as H.M.S. “‘Kanimbal,”’ she was then attached to 
the China Station of the Royal Navy in Hongkong at the end 
of 1939. In September 1940, the “‘Kanimbla” was transferred 
to Dublin, which was her base for convoy escort work between 
there and the Middle East. On one occasion the ship was 
diverted to join the hunt for the German pocket battleship, 
“‘Admiral Von Scheer."’ The vessel was then taken over by 
the Royal Australian Navy and remained very active during 
the rest of World War II, being in action in all the major land- 
ings in the Pacific. In 1949, the “Kanimbla’’ went out of 
commission and was converted back into a passenger vessel for 
her peacetime service. The passenger accormmodation and 
public rooms have been fitted and decorated on a scale equal 
to many of the large trans-ocean liners; the wood panelling, 
which embraces a wide range of Australian timber, is of a 
unique standard. Cabins are furnished with built-in wardrobes 
and dressing tables. Panels are painted in pastel shades of 
matt finish paint varying in each cabin. 


Migration of Workmen 


A total of 968 workmen were migrated to Brunei and 
North Borneo during the six months ended March 31 this year. 
Most of them are skilled construction workmen. The Labour 
Department approved the contracts of these workmen before 
their departure. The Department settled four cases of arrears 
of wages of Hongkong workers in Borneo and two cases of 
non-payment of remittances to families in Hongkong with the 
cooperation of authorities there. A wage dispute involving 
four Hongkong workmen in North Borneo was also settled 
satisfactorily; the employer concerned finally paid wages at the 
agreed rate prior to the workmens departure from Hongkong. 
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HONGKONG EXCHANGE LAST WEEK’S SELLING RATES OF LOCAL EXCHANGE DEALERS 
MARKETS Country Currency Denomination In HK$ In US$ 
U.S. $ America Dollar 5-1 os ‘6 yet Saki 
Este og teh eee Sete geceee ae Naiee Bree © Pound fend 16.15 2.784 
High Low High Low Burma Kyat 10-100 0.54 0.093 
29/9 $58214 582 580% 580% Cambodia Rial all 0.082 0.01414 
30/9 582% «581944 580% 580% Canada Dollar 5-100 5.92 1.021 
1/10 582% 582 = 580% =—580% Ceylon Rupee 5-100 0.95 0.164 
2/10 58174 581%, 58014 579% France Franc all 0.0128 0.002207 
3/10 581% 581% 579% 579% Hongkong Dollar all — 0.17256 
4/10 581% 581%, 579% 579% India Rupee all 1.185 0.204 
D.D. rates: High 581144 Low 58014. Indonesia Rupiah all 0.055 0.00948 
The highest and lowest rates in Septem- Japan Yen 100-5000 0.01475 0.002543 
ber, 1958 were: T.T., 58314—581Y; acs Kip all 0.053 0.00914 
Notes, 58134—579%. Macao Pataca all set eet 
Trading totals: T.T. US$3,890,000; | New Zealand Sie ips eer sis4 
Notes cash US$310,000, forward Philic ae Pale 5-100 173 0.298 
US$1,590,000; D.D. US$305,000. The Oa eee Doll 5-100 1.85 0.319 
market was easy. In the T.T. sector Singapore canes % “ 
: 3 eae * South Africa Pound all 15.80 2.724 
general importers provided steady R ll 137 0.236 
; Switzerland Franc a ‘ 3 
demand while funds from Japan and . 410 0.136 0.02345 
Taiwan Dollar 5 and | i 
Bangkok were normal. In the Notes Thailand Baht 10-100 0.27 0.04655 
market, speculators began unloading on s eriseye a 11 0.072 0.01241 
: . outh Vietnam Piastre a R i 
account of the relaxation of tension over 


Formosa Straits. Interest favoured sellers 


and aggregated HK$1.50 per US$1,000. 


Positions taken by speculators averaged 


New Zealand 13.98—13.90, Egypt 10.03, 
East Africa 15.20, South Africa 15.75— 


Macao in the week. Exports amounted 
to 8,500 taels (5,500 taels to Singapore, 


eee Magice per day. The D.D. he Nev Ayes Wee ee 2,500 taels to Bangkok, and 500 taels to 
: .50, t: 30, rus : : : 

Far Eastern Exchange: Highest and 12.50, Fiji 10.00, India 1.1775—-1.1774, South Vietnam). Differences paid for 
lowest rates per foreign currency unit in Pakistan 0.765—-0.76, Ccyicn 690-— local and Macao .99 -fine were HK$12.20 
HK$: Philippines 1.7125—I.71, Japan 0.895, Burma 0.515, Malaya 1.855— and 11.20 respectively per tael of .945 
0.01455—0.014525, Malaya 1.882— | 84 Canada 5.915—-5.885, Cuba, 5.00, fine. Cross rates were US$38.06—38.04 
1.875, South Vietnam 0.07049, Laos 


0.051, Cambodia 0.08, Thailand 0.2724, 


Argentina 0.12, Brazil 0.035, Peru 0.24, 
Mexico 0.40, Philippines 1.73—1.7175, 


Indonesia 0.05—0.0495. Sales: Pesos Switzerland 1.34, West Germany 1.365, 
260,000, Yen 63 million, Malayan jraly 0.00905, Belgium 0.107, Sweden 
$310,000, Piastre 8 million, Kip 5 mil- | 93 Norway 0.72, Denmark 0.77, 
lion, Rial 6 million, Baht 3. million, Neiheclonds (45 ” Francem ool 


Rupiah 400,000. 
Agreed Merchant T.T. rates: Selling 


and buying per foreign currency unit in 


0.0126, South Vietnam 0.0715—0.0705, 
Laos 0.0515—0.05, Cambodia 0.081— 


0.08025, New Guinea 1.00, Indonesia 

HK$: England 16.2025——16.1006, Aus- 9 9525_0.05, Thailand 0.2675—0.265, 
tralia 13.0169—12.7575, New Zealand Macao 0.997—0.996 Japan 0.0147— 
16.237—15.868, United States 5.797I— 9 914625. : 5 ’ 
5.7143, Canada 5.9479—5.8608, leds : . 
1.2158—1.2048, Pakistan 1.2176— . 
1.2039, Ceylon: 1.2214—1:2066, Burma Goldy Maret 
1.2158—1.2048, Malaya 1.8868—1.8692. T.T. 
Selling per foreign currency unit in HK$: Date High .945 Low .945 Macao .99 
South Africa 16.237, Switzerland 1.3322, 29/9 $2541% 25334 
Belgium 0.1171, West Germany 1.3925. 30/9 254%, 253% Hishw265 

Chinese Exchange: People’s Yuan 1/10 254 253% 
officially unchanged at 6.839 per Pound 2/10 253% 253% 
Sterling, 0.427 per HK$, 0.805 per 3/10 2535% 2531% 264174 Lew 
Malayan $, 0.514 per Indian or Pakistan 4719 2534 25314 


Rupee, 0.585 per Swiss Franc, and 2.345 
per US$; cash notes quoted here $0.65— 
0.59 per Yuan. Taiwan Yuan remained 
officially selling and buying at 24.78 plus 
11.60 and 24.58 plus 11.50 per US$, 
4.34 plus 2.03 and 4.30 plus 2.01 per 
HK$, 590.00 plus 276.19 and 585.24 
plus 273.81 per 10,000 French Francs, 
and 69.38 plus 32.48 and 68.82 plus 
32.20 per Pound Sterling; cash notes 
quoted here $0.134—0.132 per Yuan, 
and remittances at 0.131—0.1295. 

Bank Notes: Highest and lowest rates 
per foreign currency unit in HK$: Eng- 


land 16.07—-16.01, Scotland 14.80, 
Ireland 13.50, Australia 12.56—12.50, 


Opening and closing prices were 254 
and 253%; highest and lowest, 25414 
and 253%. Highest and lowest prices in 
September were 2545% and 2527%. The 
market was slightly easier in line with 
US$ exchange rates. Interest for the 
change over favoured sellers and aggre- 
gated 43 HK Cents per 10 taels of .945 
fine. Tradings averaged 6,100 taels per 
day and amounted to 36,600 taels for the 
week, in which 10,770 taels were cash 
dealings (570 taels listed and- 10,200 
taels arranged). Imports were all from 
Macao and .totalled 9,000 taels. One 


shipment of 32,000 fine ounces arrived 


per fine ounce, and 24,000 fine ounces 
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were contracted at 38.04 cif Macao. 
U.S. double eagle old and new coins 
quoted $263 and 239 respectively per 
coin, English Sovereigns “$59 per coin, 
and Mexican gold coins $275.50 per coin. 

Silver Market: 800 taels of bar silver 
traded at HK$5.60 per tael, and 700 
dollar coins at HK$3.62 per coin. 
Twenty-cent silver coins quoted $2.75 
per five coins. 


HONGKONG SHARE MARKET 


The market opened in a very cheerful 
mood last week. Many Monday rates 
were better than closing quotations of the 
preceding week. Buyers were more keen 
than during the past two weeks although 
the shelling of Quemoy by Chinese Com- 
munists continued. Most investors 
figure that the fighting in the Formosa 
Straits would not lead to a major war. 


sequently, turnover amounted to $2.4 
million last week: Monday, $433,000; 
Tuesday, $488,000; Wednesday, $188,- 
000; Thursday, $620,000; Friday, 
$682,000. 


Interest covered almost all shares but 
transactions in Lands and _ Utilities 
accounted for the major portion of the 
business. With the exception of Dairy 
Farms, closing rates were firmer than 
those of the preceding week; gains, how- 
ever, were not very impressive because 
buyers kept counter offers very low. 


Dividends—The Union Insurance Society 
of Canton Limited's interim dividend for 
the year 1958 is 2s per share; same as 
that for 1957. Wheelock Marden & Co., 
Ltd. will pay a final dividend for the year 
ended March 31, 1958, of 3714 cents per 
share on the 5,400,000 shares of HK$5 
each. Eastern Asia Navigation Co., Ltd. 
will pay a dividend of 10 cents per share 
in respect of the year ended March 31, 


Furthermore, prices of many popular 1958, on the 3,000,007 shares of $1.50 
shares were attractively low. Con- each. 
Share Sept. 26 Last Week's Rate Up & Down Dividend Estimated 
Highest Lowest Closing Yield (%) 
BES aI oa a dies 747.50 755 752.50 755 +$7.50 $45 5.96 
Union Ins 73s 73.50s 72.50 7350s +50c $3.40 4.63 
Lombard 28n 28n 27.50 28n steady $2 7.14 
Wheelock 5.80 5.85 5.80 5.85 +5c 75¢ 12.82 
a ee 5.20n 5.05 5b 5 steady 65c 13.00 
Allied Inv 4b 4.05b 4b 4.05b +5¢ 25¢ 6.17 
HK & FE Inv 9.80n 9.80n 9.80n 9.80n steady 80c 8.16 
PIR W hart acters 95 96s 93b 95 firm $9 9.47 
HK) Dock) asics. 43.25 43.50 43b 43,25b firm $2 4.62 
Provident ....... ll 11.30 11.10 11.20b +20¢ $1 8.93 
30.50 30.75 30.50 30.50 firm $2.40 7.87 
1.325b 135 1.325b 1.35b +2%c 15¢ 11.11 
20.60 21.30 21 21.20 +60c $1.50 7.08 
110s 110s 108 108n steady $9 8.33 
Yaumatii oe. cease 93.50 95 94 95 +$1.50 $7.50 7.89 
TRAMS sentir ee eris 24.50 25 24.60 25 +50c $1.90 7.60 
TRE “inieieiecs wise 16.90 17.30 17.10 17.30 +40c $1.10 6.36 
Blectric® vee. ses 24.40 2 24.40 24.90 +50c $1.90 7.63 
Telephone =. ess es 23.20 23.80 23.20 23.70 +50c $1.50 6.33 
Cement cs vecceas 22 22.30 22.10 22.30b +30c $3 13.45 
Dairy (Farm. woes 16.30 16.50 16 16 —30c $1.775 11.09 
Watson wees ee eee 10.60b 11.30 10.70 11.30 +70c $1 8.85 
Amal Rubber 1.65 1.65 1.625 1.65 firm 20c 12,12 
Textile Ses v= 3.70 3.75s 3.65 3.65b steady 60 16.44 
Nanyang... > 6.80b 7 6.95 7 +20c $1.10 15.71 


CHINA’S TRADE IN SEPTEMBER 


Peking’s trade with the West was very 
quiet during September in spite of the 
ease of trade embargo by fifteen 
countries (all NATO minus Iceland but 
plus Japan). In Southeast Asia, how- 
ever, Peking trade representatives con- 
tinued to expand the sales of Chinese 
light industrial products providing intense 
competition not only to Japanese products 
but also to Hongkong manufactures. 

China/Japan Trade—Trade relations 
between Japan and China remained in a 
deadlock. On September 17th, Japan's 
Chief Cabinet Secretary, Mr. Munenori 
Akagi, said to a group of Japanese 
Socialists that Japan would henceforth 
accord respect to the Chinese Communist 
flag regardless of the lack of diplomatic 
relations. The statement was made at a 
meeting following a Socialist party con- 
ference on ways and means to reestab- 
lish trade relations with China which had 


been broken off by Peking last May in 
protest against the desecration of the 


Chinese flag in Japan. 
Towards end of the month, a 13- 
member delegation of the Japanese 


Nationalist Council for the Normalisation 
of Relations with China went to Peking. 
Mr. A. Kazama, a Diet Member and a 
leading member’ of the Socialist Party, 
headed the group which comprises mostly 
members of the Socialist Party. 
China/Europe Trade—Peking’s China 
Committee for the Promotion of Inter- 
national Trade has not yet replied to the 
invitation of the Eastern Trade Com- 
mittee of the West German industry to 
send a delegation to Cologne for talks 
on a new German/Chinese trade agree- 
ment. The German committee is an 
organisation set up by the West German 
federation of industries and backed by 
the Economics Ministry and handles trade 
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between West Germany and East-bloc 
countries which have no governmental 
trade relations with West Germany. © The 
first trade agreement concluded on 
September 27th last year between the 
the German committee and the Chinese 
committee providing for a total exchange 
of goods worth 460 million marks is due 
to expire on October |2th and has no 
clause which provides for automatic ex- 
tension. 

West Germany's direct imports from 
China rose from about 19 million marks 
in the first half of 1956 to about 41 
million marks in the first six months this 
year while direct exports to China in- 
creased from 70 million marks to 85 
million marks. Total shipments of 
Chinese goods to West Germany, transit 
deals included, amounted to 101 million 
marks in the first six months this year 
against 85 million marks in the corre- 
sponding period last year. Total ship- 
ments of German goods to China 
amounted to 108 million marks against 
84 million marks. 

Meanwhile, Chinese trade delegates in 
West Germany are studying the possi- 
bilities of increasing the volume of trade 
between) Bonn and Peking. The Chinese 
are interested in buying German machine 
tools, tubes and ball bearings as well as 
in selling Chinese silk, tea and other 
products. 


According to Peking reports, Sino- 
Polish trade this year is expected to 
register a 50 per cent increase in value 
over the record of 1957. This will make 
China the third biggest buyer of Polish 
goods, next to Russia and East Germany. 
More than half of Poland’s plants are 
Producing equipment for China. Pro- 
minent on the list of Chinese orders are 
agricultural machinery, ships, optical 
instruments, machine tools, generators, 
and machines for the building industry. 
China’s exports to Poland consist mostly 
of industrial raw materials and consumer 
goods. 


From Czechoslovakia, China ordered 
locomotives for open pits, light two-axle 
locomotives for industrial transportation 
and shunting during track maintenance, 
electric power stations mounted on rail- 
way cars, and surgical gloves. 


China/Australia Trade—The Federal 
President of the Associated Chamber of 
Manufacturers said in Canberra that 
Australia must take advantage of China 
as a market. A.C.M. will assist its 
members to develop their export trade 
provided that the commodities sent to 
China are not strategic goods. In 
Sydney, the Chairman of the Australian 
lanufacturers Export Council urged the 
Government to send trade missions to 
Asia and other territories to survey trade 
possibilities. Reports from Sydney also 
disclosed that the 12-member Chinese 
fact-finding trade mission which recently 
visited Australia booked a large quantity 
of Australian greasy wool and obtained 
a mass of data about purchasing a wide 
range of Australian goods and selling 
Chinese products in Australia. 

China /New Zealand Trade—New 
Zealand's Trade Commissioner in Singa- 
pore will visit China shortly to explore 
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trade possibilities. Last year, New 
Zealand sold £600,000 worth of wool 
and paper pulp to China. Exporters in 
Wellington also want to sell milk powder, 
dairy cattle, dairy machinery and small 
seeds to China. Recently, New Zealand 
bought large quantities of Chinese wood- 
oil and rosin via Hongkong. 


China/SE Asia Trade—Associated 
Press reported from Singapore that China 
products would probably command “a 
major share of a US$I.7 million trade 
exposition” to be organized by the 
Chinese Chamber of Commerce and held 
next March to coincide with Singapore's 
emergence as a_ self-governing _ state. 
Large advertisements in Singapore 
Chinese-language newspapers are urging 
people to buy Chinese cotton textiles, 
woollen goods, patent medicines, rubber 
goods and tyres, and hardware. 


According to a France-Presse report, 


during August 1958, China bought 
15,469 tons of Malayan rubber and 
became the No. | customer. Britain 


took the second place with 13,319 tons 
and Japan the third with 10,301 tons. 
Rice merchants in Singapore disclosed 
that they had been approached by Peking 
agents with offers to ship first quality 
Chinese rice to Singapore at prices about 
25 per cent cheaper than Thai rice. 
Some Chinese rice traders there had 
accepted the offer but it was not known 
whether they had obtained import 
permits. 


China granted a 50 million rupee loan 
to Ceylon. Under an agreement signed 
on September 1|7th in Colombo, Peking 
will provide the loan in the form of 
equipment and material for flood relief 
and control over a four-year period at 
2.5 per cent interest on the value of the 
goods. This aid will be added to the 
annual sum of 15 million rupees which 
Peking agreed to give over a period of 
5 years for Ceylon’s rubber rehabilitation 
scheme. 


China/Africa Trade—The Chinese 
trade mission in Rhodesia made informal 
trade arrangements within a_ restricted 
field with authorities there. The Federal 


HONGKONG’S TRADE 


The Quemoy crisis had no adverse 
effect on Hongkong’s entrepot trade dur- 
ing the month. The Royal Navy here 
issued a warning to all British ships 
advising them to keep clear of the sea 
area between the west coast of Taiwan 
and the Mainland and from latitudes 23 
degrees north to 26 degrees 30 minutes 
north. With the exception of ships which 
run between Hongkong and Keelung, 
other vessels were not affected by the 
fighting in the Formosa Straits. 

The majority of local population are 
undisturbed by the shelling of Quemoy. 
Most well-informed people here believe 
that Peking will not take Hongkong by 


force within the next few years. What 
worries local commercial and industrial 
circles at present is the inevitable res- 


triction on exports of cotton goods to the 
United Kingdom., 


here 


Commodity prices were very 
steady throughout the month but the 
volume of business in local commodity 


markets was small. The produce market 
was active with steady demand from 
Japan, Britain and Europe for oilseeds, 
oils and other popular items but trading 
was restricted by short supply. The 
paper market was buoyant with revived 
demand from Korea and _ improved 
exports to SE Asia but the turnover was 
still very small. The metals market was 
firm but demand from China was not 
sustained. Business in chemicals and 
pharmaceuticals was quiet. Trading in 
industrial supplies was particularly quiet 
towards end of the month on account 
of the Mid-Autumn Festival (the 15th 
day of the 8th lunar month) which fell 
on September 27th. The Moon Festival, 
however, brought seasonal but short- 
lived boom to local wine merchants and 
dealers, fruit shops and moon cake 
bakeries. On the other hand, restaurants 
did not have as much business as they 
had anticipated. 


FAR EASTERN 


ECONOMIC REVIEW 


Government of Rhodesia agreed to issue 


licences for imports of Chinese rice, 
fireworks, silks, brocades, hand em- 
broidered household linen, industrial 


machinery and certain industrial materi- 
als. In return, the Chinese mission had 
arranged to buy tobacco and minerals 
from Rhodesia. 

China will take part in the coming 6th 
International Fair in Tunis. A Chinese 
trade mission headed by a vice-minister 
of foreign trade left Peking on Septem- 
ber 5th for Tunisia and Morocco on the 
invitation of the governments of these 
countries. On September 25th, a 
Sino/Tunisian barter agreement for the 
exchange of goods to the value of about 
US$4,761,000 was signed in Tunis. 
Under the agreement, Tunisia will export 
oil, phosphates, lead, cork, hide and wool 
to China and will receive in return, tea, 


chemical products, textiles, sewing 
machines and various machinery and 
equipment including trucks. The agree- 


ment is valid for one year with automatic 
prolongation for another year if neither 
side suggests amendments or abolishment 
three months before the expiration. 


IN SEPTEMBER 


IMPORTS & EXPORTS 


Hongkong/China—China’s purchases 
of metals and other essentials from the 
local market was very quiet possibly due 
to the fact that there was some reschedul- 
ing of purchasing plans in China follow- 
ing the switch of control of local industries 
from Peking to regional authorities. The 
revision of production targets of major 
industries in China will further affect 
Peking’s imports of supplies and equip- 
ment during the last quarter of this year. 

Imports of produce from China were 
limited to small consignments; supply of 
oilseeds and vegetable oils was particularly 
short. Imports of sugar reduced because 
China was sending large shipments of this 
item direct to SE Asia. Chinese trade 
officials also curtailed consignments of 
cement, paper, chemicals and other in- 
dustrial supplies to the local market 
possibly because they were accumulating 
a large stock to attract buyers to the 
forthcoming trade fair in Canton. 

Imports of coal, rice, live hogs, poultry, 
canned food, frozen meat, fruits and 
other foodstuffs from China, however, 
remained heavy and regular throughout 
the month; consignments of rice increased 
considerably after Bangkok had suspended 
the issuance of export licences for rice. 
Imports of other consumer goods were 
also heavy. In addition to large quan- 
tities of cotton knitwear, garments, shoea, 
bed sheets, napery, towel and silk goods, 
Peking sent here trial shipments of 
worsted yarn. Local dealers. also ordered 
woollen gloves, sweaters and pullovers 
from China for local consumption as well 
as for reexports to Europe and other 
overseas markets. 


Peking also shipped here some light- 
weight woollen piecegoods and dumped 
them on the market at prices much 
cheaper than similar Japanese goods. 
Response from local consumers so far is 
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not very keen because local workers, even 
those belonging to left-wing unions, still 
find Chinese woollen piecegoods too 
expensive. Those among the middle- 
income group consider the quality of 
Japanese woollen textiles much better 
than that of Chinese products. Tailors 
handling mail-order business from the 
United States use only British woollen 
textiles while first class tailor shops order 
their own supply from Britain. 

Several local businessmen and firms, 
mostly pro-Peking traders, had ordered 
a number of 4-ton trucks from China. 
According to one of the buyers, these 
made-in-China trucks will appear on 
Hongkong roads before the end of this 
year. The China Resources Company in 
the Bank of China Building is handling 
the sales of Chinese trucks and sedans in 
Hongkong. 

Hongkong /Japan—Japan 
about 1,500 tons of ‘scrap metals from 
here. Orders from Tokyo for produce, 
however, covered only a few popular 
items; quantities involved were small. 
Consequently, exports to Japan during 
the month amounted to only about 
3,000 tons. The decline in shipments of 
industrial raw materials from here to 
Japan resulted not only on account of 
short supply in the local market but also 
due to the actual drop of consumption in 
Japan. Many industries in Japan have 
been reducing output since the beginning 
of this year and consequently they require 
less scrap metals, cotton waste, sesame, 
beans, talcum powder, hide and other raw 
materials. 

Imports from Japan were limited to 
small consignments of industrial supplies 
and consumer goods mostly for local con- 
sumption; reexports of Japanese goods to 
SE Asia, particularly to Indonesia, re- 
mained very quiet. Most imports during 
the month had been booked in August; 
cement, cotton textiles, wheat flour, ferti- 
lizers and metals constituted the bulk 
portion of the tonnage. Other principal 
imports included paper, fruits, seafood, 
vegetables, canned food, radios, sewing 
machines, rayon products, toys, china- 
ware, bean oil and woollen yarn. 

Hongkong /United Kingdom—The meet- 
ing between the British Cotton Board 
delegation and Hongkong representatives 
on the voluntary restriction of cotton 
goods exports to UK was fruitless during 
the month. (See Hongkong Notes and 
Reports for last week's progress). The 
HK delegation insisted that negotiations 
must be conducted on the basis set out in 
the memorandum handed ‘to Sir Frank 
Lee, the Permanent Secretary of the Board 
of Trade, which clearly indicated 
that discussions on a voluntary restriction 
would be confined only to the retained 
portion of grey cloth exported from here 
to UK. According to Lancashire repre- 
sentatives, however, the Cotton Board had 
never accepted the memorandum handed 
to Sir Frank Lee. The UK delegation 
therefore demanded an overall quota for 
grey cloth, finished cotton piecegoods and 
garment exports to UK. 

Local industrialists, exporters and civic 
leaders continued to voice firm objections 
to any restriction on exports of any HK 


goods to the United Kingdom. The UK 


procured 


delegation, however, maintained their 
demand. Negotiations therefore ended in 
a deadlock at the end of September. 

Meanwhile, the campaign in UK to 
persuade British consumers to buy only 
100 per cent British textile goods gathered 
momentum. Manchester Chamber of 
Commerce announced that it was ready 
to issue certificates declaring that textile 
goods have been spun, woven and finished 
in UK when suppliers or their customers 
apply and provide necessary evidence to 
prove this. British garment manufac- 
turers will be able to have assurance for 
themselves and for their customers that 
frocks, overalls, shirts and pyjamas have 
been made from cloth which is i09 per 
cent UK manufactured. 

Hongkong’s exports of cotton textiles, 
rubber shoes, metalware, plastics, sawn 
timber, rosin, ginger and other produce 
to UK during the month were very steady. 
The volume, however, was still much 
lower than imports from UK. Imports 
of woollen goods registered considerable 
increase while imports of automobiles, 
base metals, cigarettes, wines and pro- 
visions remained heavy on account of 
steady local demand. 

Hongkong/Europe—About 4,000 tons 
of consumer goods and industrial supplies 
arrived from Europe. Principal items 
from West Germany were metals, electric 
appliances, optical goods, photo equip- 
ment, scientific instruments; from Belgium 
were metals, chemicals, pharmaceuticals; 
from Holland, Sweden and Norway were 
paper, beer, dairy products, canned food, 
chemicals and pharmaceuticals; and from 
France and Italy were woollen and rayon 
textiles, wines, perfumes, cosmetics and 
patent medicines. Imports of rayon 
yarn and cotton yarn from Italy were 
much less than during the corresponding 
month last year because reexports of 
these items to South Korea remained 
sluggish. 

Exports of HK manufactures and China 
produce to Europe totalled about 5,000 
tons. Shipments went chiefly to West 
Germany, Belgium, Sweden, Netherlands 
and France. Demand from West Ger- 
many was particularly keen on woollen 


knitwear, cotton goods, toys, shirts, 
gloves, drawn lace work, embroideries 
and garments. Orders from France 


covered mostly China produce such as 
essential oils and cassia. 

Exports of HK products to Europe, 
particularly to West Germany, Nether- 
lands, Norway and Sweden during the 
first nine months this year were better 
than during the corresponding period in 
1957 but indications are that further 
increase will be very difficult if HK 
manufacturers do not improve their pro- 
ducts to attract more orders from 
European consumers. The most serious 
obstacle which is facing local manufac- 
turers is the competition from Chinese 
products not only in price but also in 
quality. Several European firms here, 
which used to export HK manufactures, 
recently started to reexport similar 
Chinese products.. Demand for Chinese 
goods is particularly keen from Scandina- 
vian countries; principal items include 
cotton shirts, towel, cotton and woollen 
knitwear, bed sheets and silk goods. 
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Hongkong/United States—Cargo move- 
ments between HK and US were active 
throughout the month. Imports of 
durable and staple consumer goods, home 
appliances and industrial supplies and 
equipment exceeded 8,000 tons. The 
volume this year is not as large as last 
year because reexports to Taiwan, Korea 
and other markets remained sluggish. 


Exports of HK products totalled about 
6,000 tons, much better than in Septem- 
ber 1957. Demand from US for cotton 
piecegoods continued strong. There were 
also some trial orders from US for cotton 
yarn. Other principal exports which re- 
gistered increases this year include rattan- 
ware, plastics, frozen prawns and shrimps, 
torch, firecrackers, gloves, carpets, gin- 
ger, cotton and silk garments, small junks, 
ornamental feathers and rubber footwear. 

On the other hand, exports of em- 
broidered goods registered a sharp drop 
because since August 5th, Government 
had stopped the issuance of all types of 
certificates for embroidered handkerchiefs 
and suspended comprehensive certificates 
of origin for embroidered goods other 
than garments made under cottage type 
procedure. No reason was given but it 
was believed that the heavy imports of 
these items from the Mainland made it 
dificult for local manufacturers to meet 
the competition and almost impossible for 
licensing authorities to differentiate the 
local products from the mainland goods. 
The increase in exports of garments to 
US is not welcomed by American garment 


manufacturers. The American Garment 
Associations (consisting of makers of 
shirts, pyjamas, sportswear, brassieres, 


blouses, trousers and other items) recently 
suggested that HK garment makers should 
establish a voluntary quota on shipments 


to the US. 


Hongkong/Latin America—An official 
mission sponsored by the Commerce and 
Industry Department will visit Latin 
American countries before the end of 
this year. The mission will be led by 
Mr. Kwok Chan and the other members 
will be Mr. P. V. Botelho of A. G. Botelho 
& Company and Mr. T. D. Sorby, Assis- 
tant Director of Commerce and Industry 
Department. Countries which the mission 
will visit include Cuba, Haiti, the 
Dominican Republic, Venezuela, Panama, 
Costa Rica, Nicaragua, El] Salvador and 
Honduras. Mr. Sorby will also. visit 
Jamaica, Trinidad and British Guiana. 

Hongkong /Korea—Demand from Korea 
for paper revived during the month but 
quantities involved were still small and 
interest was centred on a few items only. 
There were also orders from Seoul for 


chemicals, pharmaceuticals, paint and 
other HK manufactures but the total 
volume of these purchases was also 


small because importers there could get 
limited amounts of foreign exchange for 
various imports. 
Hongkong/Taiwan—Taiwan was also 
short of foreign exchange for its imports. 
A Taiwan trade delegation came here 
during the month to promote exports 
to HK in order to earn more foreign 
exchange. At present, Taiwan sugar, 
hogs, camphor products, citronella oil, 
canned foods and other products are 
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facing keen competition from Chinese 
mainland goods in the local market. 
Dealers here complain that supply from 
Taiwan is not as regular as that from 
China and prices are usually higher. 


Consequently, imports from Taiwan this 


year are much lower than during 1957. 

Hongkong /Cambodia—Phnompenh sent 
here more rice, cotton, beans, maize, 
groundnut oil, sesame and live hogs 
than during the . preceding month. 
Exports to Cambodia, however, remain- 
ed on a _ low-level. Authorities thete 
allocated small amounts of American 
Aid funds for essential import but 
purchases were limited to goods of US 
Orders reached here during the 


origin. 

month were mostly financed from 
Cambodian importers’ self provided 
foreign exchange and covered small 
quantities of garlic, gypsum, metals, 
paper, wheat flour, photo supplies, 
furniture, garments, stationery, radio 
receiving sets, sewing machines, torch 


batteries and foodstuffs. 

Hongkong/Thailand—Exports to Thai- 
land were maintained at a weekly average 
of about 1,000 tons. New orders from 
Bangkok during the month, however, 
covered only small quantities of industrial 
supplies and consumer goods indicating 
that exports during October may decline. 
Authorities there lowered import duties 
on heavy motor vehicles from 50 per cent 
to 20 per cent. Duties on buses with a 
capacity of more than 40 passengers, 
certain trucks, and jeeps remained at 50 
per cent. Film import duty there was 
reduced from 100 per cent to 50 per cent. 
The reduction of duty on heavy motor 
vehicles will not affect HK’s exports to 
Thailand because Bangkok seldom buys 
this item from here. The cut in duty on 
films, however, may help to stimulate the 
shipment of this item to Thailand. 

Prospects of augmenting exports to 
Thailand are not too bright because: (1) 
money is still tight in Bangkok and im- 
porters there have to cut imports including 
D/A shipments sent there by HK 
exporters; (2) commodity markets there 
appear to be over-stocked; (3) purchas- 
ing power in Thailand remains low; (4) 
authorities there are encouraging diréct 
trade with China; and (5) industries in 
Thailand are now able to produce more 
cotton goods, metalware and other con- 
sumer items which used to be supplied 
by HK. 

Imports of rice and other staples from 
Thailand continued steady, Shipments of 
rice will dwindle in October because 
Bangkok did not. issue any rice export 
licence in September; consignments during 
the month were covered by licences 
issued in August. On the other hand, 
authorities there relaxed export control 
on items such as live hogs, poultry, sugar, 
cotton, kapok, hide, coconut oil, timber, 
sesame and firewood. 

Hongkong/Indonesia—Orders from 
Djakarta covered only insignificant quan- 
tities of metals, paper, pharmaceuticals, 
metalware, cotton textiles and other HK 
manufactures. Authorities there cut 
imports from here to a minimum on 
account of the steady drop in foreign 
exchange reserve. Low purchasing power 
in Java also discouraged importers in 


_provisions to 


Djakarta from booking too much supplies 
particularly when the drop of exchange 
rate for rupiahs made purchases from 
here more expensive. Consequently, 
exports to Indonesia averaged only about 
500 tons per week. The drop in the 
volume of freight forced a number of 
shipping firms here to reduce charges for 
cargo from here to Indonesian ports to- 
wards end of the month. 

Meanwhile, China sent large quantities 
of light industrial products to Indonesian 
markets direct and/or via Singapore and 
Malaya by granting easy credit terms to 
Singapore merchants. 

Hongkong/Malaya—Consignments of 
fruits, vegetables, canned goods, plastics, 
metalware, garments, rayon goods and 
Singapore and Malaya 
amounted to about 12,000 tons; the 
volume, however, was much less than that 
during the same period preceding last 
year's Mid-Autumn Festival. 

Importers in Singapore and Malaya 
bought most of the Chinese foodstuffs and 
other products direct from China. The 
direct trade between China and Malaya 
will be further augmented by China's in- 
creased shipments of rice, cotton textiles, 
woollen goods, patent medicines, rubber 
goods and metalware to Singapore and 
Malaya; China’s purchases of rubber 
from Malaya also increased considerably 
during the past two months. 1 

Exports of HK manufactures to Malaya 
may drop not only on account of keen 
competition from Chinese light industrial 
products such as towel, shirts, garments 
and metalware but because protectionists 
in Singapore and Malaya are. urging 
authorities there to limit imports of items 
which Malaya’s domestic industries can 
produce. Singapore rubber goods manu- 
facturers have already urged the Govern- 
ment to act “swiftly and save the local 
rubber footwear manufacturing industry 
from being wiped out by the dumping of 
foreign footwear,,mainly from Japan and 
Hongkong in Singapore.” Hongkong 
garment makers are also anticipating a 
gradual decline in demand from Singapore 
and Malaya for ladies’ and children’s 
garments in the near future because a 
M$200,000 garment factory will soon be 
built in Singapore to make ladies’ and 
children’s garments at prices estimated to 
be about 20 per cent lower than HK 
products. 


Hongkong/Philippines—Although au- 
thorities in Manila had allocated more 
foreign. exchange for essential imports, 
orders reached here covered only a few 
hundred tons of cotton yarn, wire rope, 
red beans, pharmaceuticals, vermicelli, 
hurricane lanterns, dyestuffs, machinery 
and equipment and other essential sup- 
plies. Importers there considered pur- 
chases from HK too expensive on account 
of the sharp drop of exchange rate of 
Philippine currency (peso) in Hongkong 
money market during the month. 

According to a special Philippine in- 
vestigator, who was sent here by President 
Carlos P. Garcia to investigate the where- 
abouts of 13 million pesos which had been 
smuggled out of the Philippines and 
caused the’ recent sharp drop in the ex- 
change rate of the Philippine currency, 
more than. 250 government officials and 
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other people in the Philippines had been 
arrested or suspended from office by the 
end of last month in the drive against 
corruption and the hunt for the missing 
13 million pesos. It was alleged that the 
missing pesos were being circulated in 
HK, Taipei and Tokyo. 

* Hongkong / Vietnam—Cargo move- 
ments between HK and North Vietnam 
were very irregular. Haiphong procur- 
ed some cement-bag paper, industrial 
chemicals and patent medicines from 
the local market to meet urgent demand 
during the first half month but the 
demand was not sustained during the 
second half month. Local dealers im- 
ported rice, cassia and cement from 
North Vietnam; consignments were also 
small and irregular. 

To South Vietnam, HK shipped small 
lots of medicinal herbs, patent medicines, 
foodstuffs and sundries. Importers there 
could not get as much foreign exchange 
as they had applied for various imports. 

Hongkong /Burma—Cargo movements 
between HK and Burma were not 
affected by the bloodless transfer of 
power of government to the Army in 


Rangoon. During the first half month, 
a record quantity of 1,200 tone of 
beans, rice, timber and other staples 


arrived from Burma; imports during the 
second half month, however, were very 
quiet. 

Rangoon’s purchases from here were 
limited to small quantities of electric 
appliances, chinaware, towel, garments, 
cosmetics, paints, wheat flour, stationery, 
sundries, paper, cement, canned food, 
shoes, wire nails, cotton textiles, enamel- 
ware, sewing machines and plastics; each 
transaction limited to a few thousand 
Hongkong dollars only. 

There were also enquiries from Ran- 
goon for police uniform and sugar. A 
number of local garment factories sub- 
mitted tenders for the supply of uniform 
to the Police Supply Department in 
Rangoon but the transaction had not 
been concluded towards the end of the 
month. Local dealers also submitted 
tenders to Rangoon for the supply of 
sugar but the order went to China. 

Exports to Rangoon are now at a low 
level because authorities there grant 
only very small sums of foreign exchange 
for imports from here. Commodity 
markets in Burma are overstocked with 
Chinese and Japanese goods which are 
being shipped there direct from China 
and Japan at prices much. cheaper than 
similar HK manufactures. 

Hongkong/Ceylon—About 1,000 tons 
of HK products were shipped to 
Colombo during the month. Principal 
items include cotton textiles, enamel- 
ware, plastics, children’s garments, 
rayon products, torch, ginger and 
umbrella. Colombo will have to import 
more consumer goods from China under 
the new Chinese Aid Programme which 
provides Ceylon with 50 million rupees 


worth of Chinese farm and _ industrial 
equipment as well as foodstuffs and 
textiles and other materials over a 


four-year period. (See China/SE Asia 
ue under China's Trade in Septem- 
er). 
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Hongkong/Australia—There was a 
significant improvement in shipments of 
woodoil, rattanware, tea, cement, gar- 
ments, cotton textiles, camphor products 
and rosin to Australia. Increase in 
import tariff imposed by authorities there 
on some artificial fibres had no adverse 
effect on HK exports to Australia. Im- 
ports of wooltops, hide, frozen meat, 
wheat flour, dairy products and other 
supplies from Australia remained heavy 
and steady. 


Hongkong/Africa—Exports to African 
markets totalled about 10,000 tons; over 
70 per cent‘of the tonnage went to West 
Africa, particularly to French territories, 
Principal items included cloth, shirts, 
towel, torch, enamelware, plastics, 
matches, firecrackers, rubber shoes and 
hurricane lanterns; mostly HK products. 
Exports of HK manufactures to African 
markets are steadily declining on account 
of the mounting competition from 
Chinese products in these territories. 


COMMODITY MARKETS 


Produce—Prices were firm in general 
throughout the month because demand 
from Japan and Europe was keen; 
interest was centred on maize, sesame, 
cassia, aniseed star, ginger oil, cassia oil, 
spearmint oil, woodoil, soya ‘bean, 
citronella oil and feathers. The market 
was also kept active by orders from 
Australia for woodoil, rosin and camphor 
tablets; from Canada for sesame; from 
UK for aniseed star, castor seed and 
rosin; from US for citronella oil; from 
New Zealand for woodoil; from Philip- 
pines for red beans; and from India and 
Pakistan for cassia, menthol crystal and 
galangal. 


Trading volume, however, was restricted 
by short stock im most cases because 
dealers here could not get adequate 
supply from China. Imports of maize, 
sesame, groundnut and beans from Cam- 
bodia; of sesame, groundnut, citronella 
oil, menthol crystal, camphor tablets and 
powder from Taiwan; of sesame, green 
peas and groundnut from Thailand; and 
of sesame, rice bran and groundnut from 
Indonesia were limited to small. quantities. 
Many European firms here therefore 
bought popular items such as hog casing, 
feather, tea, rosin and cassia oil direct 
from China instead of through local 
dealers; shipments were mostly made 
direct from China to Holland, West Ger- 
many, France and Italy but small con- 
signments were transhipped here. 


Metals—Exports to China and SE 
Asia were very quiet during the month. 
China enquired for mild steel plate, 
galvanized iron sheet, blackplate waste 
waste and zinc ingot but no large orders 
were concluded and buying offers were 


kept very low. Among SE Asian 
buyers, Thailand was interested in 
structural steels and galvanized iron 
pipe. Philippines favoured structural 


steels and steel wire rope, Singapore and 
Malaya bought some mild steel plate and 
wire rope, and Cambodia absorbed some 
galvanized iron pipe; orders, however, 
were all very small. Towards end of 
the month, Japan bought about 1,000 
tons of scrap metals from the local 


market. Local demand for various items 
was also strong. 

Prices for structural steels, base metals 
and other popular items were firm 
throughout the month. Supply of steel 
bars from China curtailed and indents 
from Europe and Japan remained high. 
Towards end of the month, dealers 
booked some steel plates and other base 
metals from UK and Japan to replenish 
dwindled stocks but the volume of these 
indents was small because reexports to 
SE Asia remained low while demand 
from China was uncertain. 

Paper—The market was active with 
revived demand from Korea and steady 
exports to SE Asia. The turnover, hew- 
ever, was not very impressive. Korea 
insisted on getting US and European 
brands which were short stocked here; 
low buying offers discouraged local 
dealers from booking new supplies es- 
pecially when demand from Seoul had 
turned very irregular and unpredictable. 
Exports to SE Asia were steady but Cam- 
bodia, Burma, Thailand and Indonesia had 
only small sums of foreign exchange to 
finance their orders; consequently ship- 
ments of printing, packing and writing 
paper to these destinations were limited 
to small quantities. 

Prices were firm throughout the 
month especially after China had 
curtailed shipments to the local market 
and cif offers from Japan had advanced 
on account of the increased freight 
charges. Strong local demand also kept 
prices firm. Local stationery and print- 
ing shops absorbed substantial quantities 
of newsprint, woodfree printing, foolscap, 
manifold and art printing paper; cigarette 
manufaeturers provided steady demand 
for cigarette paper and aluminum foil; 
food and other industries consumed large 
quantities of straw board, duplex board, 
caps, cellophane, kraft and sulphite. 

Industrial Chemicals—Trading 
every quiet in the market. There were 
orders from Taiwan for stearic acid and 
gum arabic and from Korea for linseed 
oil but quantities involved were insigni- 
ficant. China enquired for acetic acid 
and carbolic acid but no order was con- 
cluded. Local demand for a number of 
acids and sodium salts was too small to 
stimulate the market. 

Prices were steady because supply of 
items such as caustic soda, lithopone, 
potassium carbonate, soda ash, sodium 
sulphide from China was not as abundant 
as during the past two months. Stocks 
of European and Japanese industrial 
chemicals were also light. 

Pharmaceuticals—There were more 
enquiries than orders from Korea, India, 
Taiwan, Philippines, Indonesia, Cam- 
bodia, Malaya and _ Singapore for 
dihydrostreptomycin, PAS, neosalvarsan, 
sulfonamides, lysol, phenacetin, quinine, 


was 


saccharum lactose, saccharine crystal, 
amidopyrin, ‘vitamin B2, urea, and 
penicillin preparations. Quantities 


covered by orders from these sources 
were also pitifully small. Local demand 
for patent medicines and fine chemicals 
was also insignificant. The irregular 


and uncertain.export demand continued 


to discourage local dealers from. keeping 


large stocks. 


479 


Beginning September 12th, Govern- 
ment added 14 items of tranquillizer to 
the list of pharmaceuticals the sales of 
which are controlled by Government. 


Cotton Yarn—HK brands were firm 
throughout the month on steady demand 
from Indonesia, Thailand and the 
Philippines. There were also trial 
orders from US for 800,000 pounds of 
local yarn. Burma enquired for 7,000 
bales of cotton yarn but the order was 
placed. with Peking. Local demand im- 
proved because spinners sold more spot 
goods to weavers and knitters on credit. 


Imported brands, however, were quiet. 
Pakistan yarn was sluggish in spite of 
the fact that indents had firmed. Indian 
brands attracted light scale local demand 
after prices were marked down, Chinese 
yarn was favoured by local knitters and 
Thailand on account of cheap prices but 
quantities involved small. 


Cotton Piecegoods—The spot market 
was very quiet. HK grey cloth retained 
steady demand from UK, West Germany, 
West Africa, US and local finishing mills. 
Leading weavers have enough orders 
on hand now to keep their looms hum- 
ming till early 1959. Orders from US 
during the month also covered Hong- 
kong gingham. 


Chinese grey, which had firmed on 
orders from Indonesia in the preceding 
month, was depressed by selling pressure. 
Dealers who had absorbed Chinese 
grey cloth from the spot market for 
Indonesia, liquidated their holdings 
because Djakarta importers did not send 
L/Cs here to cover their purchases. 
Japanese grey was barely steady; supply 
far exceeded demand. 


Rice—Supply and demand were kept 
in comfortable equilibrium throughout 
the month. Beginning September Ist, 
Bangkok suspended the issuance of ex- 
port licences for rice but imports of Thai 
rice during the month were maintained; 
shipments were covered by licences 
issued in August. Imports from China, 
Cambodia and other sources were heavy. 
Indications are that China will ship more 
rice to the local market. in October. 
The import quota of rice for the fourth 
quarter (October/December) remains at 


78,480 tons. 


Wheat Flour—HK brands recovered 
considerably during the first half month 
on improved local consumption and 
revived demand from Burma, Cambodia, 
Laos, Singapore and Malaya. Imported 
brands also firmed in sympathy with HK 
products. The market, however, turned 
bearish again during the second half 
month when fresh supplies arrived from 
China and other sources while local de- 
mand eased. . Demand from SE Asia also 
turned uncertain. 

Sugar—Taiwan sugar first firmed on 
enquiries from Rangoon and curtailed 
supply from Taiwan but as more ship- 
ments arrived during the second half 
month prices here dipped again especially 
after Rangoon had made the purchase 
from China. Imports from China were 
curtailed but prices remained low pro- 


-viding keen competition for Taiwan and 


HK products. 
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Cement—Prices for HK and imported 


brands were steady throughout the 
month because (1) exports to North 
Borneo, Malaya, Singapore, Burma, 
Korea and Australia improved; (2) 


supply from ‘China curtailed; and (3) 
local demand remained strong. 


HONGKONG PRODUCTS 

Exhibitions—T he 16th Hongkong 
Products Exhibition will be held on the 
present car park site at the corner of 
Salisbury Road and Nathan Road 
opposite the Peninsula Hotel in Kowloon 
from December 4th 1958 to January 5th 
1959. The exhibition is sponsored by 
the Chinese Manufacturers’ Association. 
Local manufacturers will also participate 
in the International Trade Fair to be 
held in Texas from October 4th to 19th. 

Exports of HK Products—Exports of 
HK products to the United States con- 
tinued to rise while shipments of cotton 
cloth and other local manufactures to the 
United Kingdom and Malaya remained 
heavy. Local industrialists, however, 
are not only worried about the inevitable 
quota restrictions on cotton goods to UK 
but also about the intensified competition 
from Chinese goods in the local market 
as well as in overseas markets and the 
rising pressure for protective restrictions 
against HK goods in various foreign 
markets. 

Competition from Chinese Products— 
A number of European firms in Hong- 
kong are sending large -quantities of 
Chinese shirts, cotton goods and other 
light industrial products to Europe. This 
line of reexport trade is fastly growing 
and threatening to push HK _ products 
gradually out of Europe. In Africa, 
Chinese products are also getting ever 
more popular on account of their cheap 
Direct trade between China and 


prices. : 
Africa is steadily developing. In SE 
Asia, Chinese trade representatives are 


promoting sales of Chinese products by 
granting easy credit terms and offering 
below-cost prices. 

Trade. Restrictions—In spite of the 
fact that Hongkong’s factories are 
insignificantly small when compared with 
similar industries in UK and US, pro- 
tectionists in these two countries which 
advocate free trade are demanding 
restrictions on imports of HK products. 
Even in Singapore, rubber goods manu- 
facturers there are urging the Govern- 
ment to restrict imports of HK footwear. 
Morocco has already imposed quota 
restrictions on imports of a number of 
goods including: woollen yarn, woollen 
fabrics, cotton or artificial fibres, cotton 


blankets, embroideries, sacks and bags 
for packing, hosiery, knitted fabrics, 
underwear and other garments. Quotas 


have also been imposed by Madagascar on 
a number of imports including printed 
cotton goods, used jute sacks, 
and line, unbleached cotton textiles and 
cotton blankets. 

Many countries have recently in- 
creased import duties. Venezuela's im- 
port duty on imitation jewellery has been 
increased from |2 to 18 bolivars per kilo 
gross (a _bolivar is equivalent to 
HK$1.70). In Ceylon, the import duty 
on imitation jewellery has been raised 
from 125 per cent to 150 per cent ad 


cement . 


valorem. Libyan Customs Tariff amend- 
ments include increased import duties on 
rubber goods, furniture, aluminum 
ware, and kitchen utensils. Belgian 
Congo has also increased import duties 
on cotton piecegoods from 20 per cent 
to 25 per cent ad valorem and on foot- 
wear from 12 per cent to 15 per cent 
ad valorem. 

The Solution?—At a meeting called 
by HK Manufacturers’ Association to dis- 
cuss problems facing the local industry, 
HK factory owners suggested that the 
Association should find ways and means 
to (1) develop new markets and expand 
existing overseas markets; (2) reject 
any quota restriction on exports of 
cotton goods to UK; (3) intensify over- 
seas publicity for HK products; (4) 
station trade representatives in all prin- 
cipal markets abroad; (5) promote local 
sales; (6) persuade Government and 
financial circles to provide low-interest 
industrial loans; (7) request Govern- 
ment to allocate low-cost land 
and premises fpr industrial use; (8) 
negotiate with power companies on the 
exemption of surcharge for electricity; 
(9) train more skilled workers; and to 
(10) improve the quality of local 
products. 


NEW COMPANIES 
IN HONGKONG 


Following new companies were incor- 
porated during the month of July, 1958 
(all capital is nominal and in Hongkong 
Dollars:— 


Kien Hwa (1958) Ltd.—Importers & 
exporters; Capital, 1,000,000; 402B-403 
Alexandra House, Hongkong; Sub- 
scribers: Lee Kim Bun, 126 Blue 
Pool Road, Hongkong, merchant; 
Wong Yuk Kan, 506B The Peak, 
Hongkong, married woman. Sigma- 
Delta Corp. Ltd.—Importers & exporters; 
Capital, 500,000; Subscribers: Nuradi, 37 
Queen’s Road Central, Hongkong, 
merchant; Khouw Bian Tjeng, same 
address, merchant. Turning Printing 
Co. Ltd.—Capital, 100,000; 20 Kam 
Fong Street, Kowloon; Subscribers: Lin- 
coln Lieu, I! Prat Avenue, Kowloon, 
merchant; Arnold Hall, 33 La Salle Road, 
Kowloon, merchant; Wu Kai-Sien, 28 
Flying Dragon Terrace, Hongkong, mer- 
chant. Conley Trading Co. Ltd.— 
Importers & exporters; Capital, 300,000; 
Kwok Man House, Des Voeux Road 
Central, Hongkong; Subscribers: Chan 
Nam Cheong, 7 Link Road, Hongkong, 
merchant; Clement Chen Kai Hong, 6 
Chancery Lane, Hongkong, merchant. 
The Grandeur Aluminiumware Manufac- 
turing Co. Ltd.—Capital, 2,000,000; LZ 
3118 Kung Tong Road, Ngau Tau Kok, 
Kowloon; Subscribers: Cheng Wing Chi, 
| Forfar Road, Kowloon, merchant; Kwok 
Choi Wah, 8! Fuk Wing Street, Kowloon, 
merchant. The Yuet Hing Restaurant 
Ltd.—Capital, 500,000; 195 and 197 
Johnston Road, Hongkong; Subscribers: 
Ho Shiu Kwan, 57 Java Road, North 
Point, Hongkong, merchant; Ho Tung 
Hing, 33 Kennedy Road, Hongkong, 
merchant. Beacon Shipping Co. Ltd.— 
Capital, 1,780,000; 104 Kwok Man 
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House, Hongkong; Subscribers: Raymond 
E. Moore, 1 Des Voeux Road Central, 
Hongkong, solicitor; Clive E. Histed, | 
Des Voeux Road Central, Hongkong, 
solicitor; W. Turnbull, 1 Des Voeux 
Road Central, Hongkong, solicitor. Wah 
Fung Weaving and Sizing Factory Co. 
Ltd.—Capital, 150,000; 12 Chun Wah 
Road, Ngau Tau Kok, Kowloon; Sub- 
scribers: Leung Fu Yau, 382-384, Block 
C, King’s Road, Hongkong, merchant; 
Loo Yat Har, 321, Bleck F, King’s Road, 
Hongkong, merchant; Luong Cam Chieu, 
382-384, Block C, King’s Road, Hong- 
kong, merchant. Springtime Investment 
Corp. Ltd.—Capital, 1,500,000; 1033 
Alexandra House, Ice MHouse Street, 
Hongkong; Subscribers: Ng Kong Beng, 
100 Macdonnell Road, Hongkong, mer- 
chant; Tan Choon Kim, 100 Macdonnell 


Road, Hongkeng, married woman. Huey 
Tai Investment Co. Ltd.—Capital, 
4,000,000; 301-2 Man Yee Building, 
Hongkong; Subscribers: Hwang Nien 


Shun, |1!1A Headland Road, Repulse Bay, 
Hongkong, merchant; Chan Kee Hwa, 
27 Tin Hau Temple Road, Hongkong, 
merchant. The ZF Garages Ltd.— 
Capital, 1,000,000; Tower Court, Hysan 
Avenue, Hongkong; Subscribers: C. S. 
Kho, 3 Sau Chuk Yuen Road, Kowloon, 
merchant; C. F. Chao, 4 Kin Wah Street, 
Hongkong, merchant; W. M. Sulke, 22 
Kellett Grove, The Peak, Hongkong, 
merchant. Kent Investment Co. Ltd.— 
Capital, 2,500,000; Subscribers: Tang 
Shiu Kin, 5 Broom Road, Hongkong, 
merchant; W. S. T. Louey, 81 Waterloo 
Road, Kowloon, merchant; Lui Fook 
Hong, 112 Boundary Street, Kowloon, 
merchant; S. T. Wu, 11A Robinson Road, 
Hongkong, merchant. Atlas Co. Ltd.— 
Shipowners; Capital, 500,000; 307 Man 
Yee Building, Hongkong; Subscribers: 
Chua Pho Tiong, Block A, Towning Man- 
sion, Hongkong, merchant; Max Woo 
Su-boo, Block A, Towning Mansion, 
Hongkong, merchant. South Breeze 
Navigation Co. Ltd. — Shipowners; 
Capital, 100,000; 601 Alexandra House, 
Hongkong; Subscribers: Clive E. Histed, 
1 Des Voeux Road Central, Hongkong, 
solicitor; W. Turnbull, | Des Voeux Road 
Central, Hongkong, _ solicitor. 


